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Mr.  Loxg,  from  the  Committee  on  Finance, 
submitted  the  following 

REPORT 

[To  accompany  H.R.  3236] 

The  Committee  on  Finance,  to  which  was  referred  the  bill  (H.R. 
3236)  to  amend  title  II  of  the  Social  Security  Act  to  provide  better 
work  incentives  and  improve  accountability  in  the  disability  insurance 
programs,  and  for  other  purposes,  having  considered  the  same,  reports 
favorably  thereon  with  an  amendment  and  an  amendment  to  the  title 
and  recommends  that  the  bill  as  amended  do  pass. 

I.  Summary 
DISABILITY  INSURANCE 

Present  benefit  structure. — Social  security  disability  insurance  bene- 
fits are  based  on  an  individual's  previous  earnings.  The  formula  for 
determining  benefit  amounts  is  the  same  for  disability  benefits  as  for 
social  security  retirement  benefits.  The  benefit  level  is  arrived  at  by  ap- 
plying a  formula  to  the  average  earnings  the  individual  had  over  a 
period  of  years  which  approximates  the  number  of  years  in  which  lie 
could  reasonably  have  been  expected  to  be  in  the  work  force.  For 
a  retired  worker,  this  period  is  equal  to  the  number  of  years  between 
the  ages  of  21  and  62.  For  a  disabled  worker,  the  number  of  years  of 
earnings  to  be  averaged  ends  with  the  year  before  he  became  disabled. 
In  either  case,  the  resulting  averaging  period  is  reduced  by  five.  The 
basic  benefit  amount  may  be  increased  if  the  worker  has  a  dependent 
spouse  or  children.  The  combined  benefit  for  the  worker  and  all  de- 
pendents is  limited  by  a  family  maximum  provision  to  no  more  than 
150  to  188  percent  of  the  worker's  benefit  alone. 
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Limit  on  family  benefits. — A  provision  of  the  House  bill  (H.R. 
3236)  would  limit  total  DI  family  benefits  to  an  amount  equal  to  the 
smaller  of  80  percent  of  a  worker's  average  indexed  monthly  earnings 
(AIME)  or  150  percent  of  the  worker's  primary  insurance  amount 
(PIA).  (AIME  is  the  basis  used  under  present  law  for  determining 
benefit  amounts.)  The  committee  bill  would  limit  total  DI  family 
benefits  to  an  amount  equal  to  the  smaller  of  85  percent  of  the  worker's 
AIME  or  160  percent  of  the  worker's  PIA.  Under  the  provision  no 
family  benefit  would  be  reduced  below  100  percent  of  the  worker's 
primary  benefit.  The  limitation  would  be  effective  only  with  respect 
to  individuals  who  first  become  entitled  to  benefits  on  or  after  Janu- 
ary 1,  1980,  based  on  disabilities  that  began  after  calendar  year  1978. 

The  Secretary  would  be  required  to  report  to  the  Congress  by  Jan- 
uary 1,  1985  on  the  effect  of  the  limitation  on  benefits  and  of  other 
provisions  of  the  bill. 

Reduction  in  dropout  years. — Under  current  law,  workers  of  all 
ages  are  allowed  to  exclude  5  years  of  low  earnings  in  averaging  their 
earnings  for  benefit  purposes.  The  committee  bill  includes  a  provision, 
which  would  apply  to  all  disabled  workers  who  first  become  entitled 
after  1979,  that  would  exclude  years  of  low  earnings  (or  no  earnings) 
in  the  computation  of  benefits  according  to  the  following  schedule : 


The  provision  would  become  effective  in  January  1980. 

Medicare  toaiting  period. — At  the  present  time  DI  beneficiaries 
must  wait  24  months  after  becoming  entitled  to  benefits  to  become 
eligible  for  medicare.  If  a  beneficiary  returns  to  work  and  then  be- 
comes disabled  again,  another  24-month  waiting  period  is  required 
before  medicare  coverage  is  resumed.  The  committee  bill  eliminates 
the  requirement  that  a  person  who  becomes  disabled  a  second  time 
must  undergo  another  24-month  waiting  period  before  medicare  cov- 
erage is  available  to  him.  The  amendment  would  app]y  to  workers 
becoming  disabled  again  within  60  months,  and  to  disabled  widows  and 
widowers  and  adults  disabled  since  childhood  becoming  disabled  again 
within  84  months.  In  addition,  where  a  disabled  individual  was  ini- 
tially on  the  cash  benefit  rolls,  but  for  a  period  of  less  than  24  months, 
the  months  during  which  he  received  cash  benefits  would  count  for 
purposes  of  qualifying  for  medicare  coverage  if  a  subsequent  disability 
occurred  within  those  time  periods. 

Extension  of  medicare  for  DI  beneficiaries. — Under  present  law, 
medicare  coverage  ceases  when  an  individual  loses  his  disability  status. 
The  committee  would  extend  medicare  coverage  for  an  additional  36 
months  after  cash  benefits  cease  for  a  worker  who  is  engaging  in  sub- 
stantial gainful  activity  but  has  not  medically  recovered. 


Benefits  for  SSI  recipients  who  perform  substantial  gainful  ac- 
tivity.— Under  present  law  an  individual  qualifies  for  SSI  disability 
payments  only  if  he  is  "unable  to  engage  in  any  substantial  gainful 


Worker's  age : 
Under  32 


Number  of 
dropout  years 


32  through  36. 
37  through  41. 
42  through  46. 
47  and  over__. 
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activity  by  reason  of  any  medically  determinable  physical  or  mental 
impairment  which  can  be  expected  to  last  for  a  continuous  period  of 
not  less  than  12  months."  The  Secretary  of  Health,  Education,  and 
Welfare  is  required  to  prescribe  the  criteria  for  determining  when 
services  performed  or  earnings  derived  from  employment  demon- 
strate an  individual's  ability  to  engage  in  substantial  gainful  activity 
(SGA).  For  1979,  the  level  of  earnings  established  by  the  Secretary 
for  determining  whether  an  individual  is  engaging  in  substantial  gain- 
ful activity  is  $280  a  month.  Thus,  when  an  SSI  recipient  has  earnings 
(following  a  trial  work  period)  which  exceed  this  amount,  he  loses 
eligibility  for  cash  benefits  and  may  also  lose  eligibility  for  medicaid 
and  social  services. 

The  committee  bill  includes  an  amendment  which  provides  that 
a  disabled  individual  who  loses  his  eligibility  for  regular  SSI  benefits 
because  of  performance  of  SGA  would  become  eligible  for  a  special 
benefit  status  which  would  entitle  him  to  cash  benefits  equivalent  to 
those  he  would  be  entitled  to  receive  under  the  regular  SSI  program. 
Persons  who  receive  these  special  benefits  would  be  eligible  for  medic- 
aid and  social  services  on  the  same  basis  as  regular  SSI  recipients. 
States  would  have  the  option  of  supplementing  the  special  Federal 
benefits.  When  the  individual's  earnings  exceeded  the  amount  which 
would  cause  the  cash  benefits  to  be  reduced  to  zero  ($481  at  the  present 
time) ,  the  special  benefit  status  would  be  terminated  for  purposes  of 
eligibility  for  medicaid  and  social  services,  unless  the  Secretary 
found  (1)  that  termination  of  eligibility  for  these  benefits  would  seri- 
ously inhibit  the  individual's  ability  to  continue  his  employment,  and 
(2)  the  individual's  earnings  were  not  sufficient  to  allow  him  to  pro- 
vide for  himself  a  reasonable  equivalent  of  the  cash  and  other  benefits 
that  would  be  available  to  him  in  the  absence  of  earnings.  The  provi- 
sion authorizing  continuation  of  medicaid  and  social  services  after  a 
finding  by  the  Secretary  would  also  apply  to  the  blind.  The  com- 
mittee provision  would  be  limited  to  three  years  to  give  the  committee 
the  opportunity  to  review  the  effectiveness  of  the  provision.  The  com- 
mittee provision  also  requires  the  Social  Security  Administration  to 
provide  for  separate  accounting  of  any  funds  spent  under  the  provi- 
sion. This  will  enable  both  the  Administration  and  the  committee  to 
evaluate  the  magnitude  and  the  effect  of  the  provision.  Separate  iden- 
tification of  these  benefits  would  also  serve  to  emphasize  the  intent 
that  the  provision  not  be  administered  as  a  change  in  the  overall  defi- 
nition of  disability. 

Employment  in  sheltered  workshops. — Under  present  law,  earnings 
from  employment  in  a  sheltered  workshop  that  is  part  of  an  active  re- 
habilitation program  are  not  considered  earned  income  for  purposes  of 
determining  the  payment  under  SSI.  The  committee  bill  provides  that 
earnings  received  in  sheltered  workshops  and  work  activities  centers 
would  be  considered  as  earned  income,  rather  than  unearned  income, 
for  purposes  of  determining  SSI  benefits.  This  would  assure  that  in- 
dividuals with  earnings  from  these  kinds  of  activities  would  have  the 
advantage  of  the  earned  income  disregards  provided  in  law  for  earn- 
ings from  regular  employment. 

Deeming  of  parents'  income  to  disabled  or  blind  children, — Present 
law  requires  that  the  parents'  income  and  resources  be  deemed  to  a 
blind  or  disabled  child  in  determining  the  child's  eligibility  for  SSI. 
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The  term  "child"  is  defined  to  include  individuals  under  18,  or  22  in 
the  case  of  an  individual  who  is  in  school  or  in  a  training  program. 
The  committee  bill  provides  that  for  purposes  of  SSI  eligibility  de- 
termination, the  "deeming"  of  parents'  income  and  resources  would  be 
limited  to  disabled  or  blind  children  under  18  regardless  of  student 
status.  Those  individuals  who  on  the  effective  date  of  the  provision  are 
age  18  and  over  are  receiving  benefits  at  that  time  and  would  be  pro- 
tected against  loss  of  benefits  due  to  this  change. 

PROVISIONS  RELATING  TO  THE  TITLE  II  AND  TITLE  XVI 
DISABILITY  PROGRAMS 

T  ermmation  of  benefits  for  persons  in  vocational  rehabilitation 
programs. — Under  present  law  an  individual  is  not  entitled  to  DI 
and  SSI  benefits  after  he  has  medically  recovered,  regardless  of 
whether  he  has  completed  the  program  of  vocational  rehabilitation  in 
which  he  has  been  enrolled  in  a  vocational  rehabilitation  program.  The 
committee  bill  provides  that  disability  benefits  would  not  be  termi- 
nated due  to  medical  recovery  if  the  beneficiary  is  participating  in  an 
approved  vocational  rehabilitation  program  which  the  Social  Secu- 
rity Administration  determines  will  increase  the  likelihood  that  the 
beneficiary  may  be  permanently  removed  from  the  disability  rolls. 

Deduction  of  impairment-related  work  expenses. — The  committee 
bill  includes  a  provision  to  permit  the  deduction  of  costs  of  impair- 
ment-related work  expenses,  attendant  care  costs,  and  the  cost  of 
medical  devices,  equipment,  and  drugs  and  services  (necessary  to 
control  an  impairment)  from  earnings  for  purposes  of  determining 
whether  an  individual  is  engaging  in  substantial  gainful  activity. 
This  deduction  would  be  made  both  in  the  case  where  the  individual 
pays  the  costs  himself,  and  where  the  cost  is  paid  by  a  third  party. 
The  Secretary  of  HEW  would  be  given  authority  to  specify  in  regu- 
lations the  type  of  care,  services,  and  items  that  may  be  considered 
necessary  to  enable  a  disabled  person  to  engage  in  SGA,  and  the 
amount  of  earnings  to  be  excluded  subject  to  such  reasonable  limits 
based  on  actual,  prevailing  costs  as  the  Secretary  would  prescribe. 

Reentitlement  to  benefits. — Under  present  law,  when  an  individual 
completes  a  9 -month  trial  work  period  and  continues  to  perform 
substantial  gainful  activity,  his  benefits  are  terminated.  If  he  later 
becomes  unable  to  work,  the  individual  must  reapply  for  benefits  and 
go  through  the  adjudication  process  again.  The  committee  bill  pro- 
vides that  for  purposes  of  the  DI  and  SSI  programs  the  present 
9-month  trial  work  period  would  be  extended  to  24  months.  In  the 
last  12  months  of  the  24-month  period  the  individual  would  not  re- 
ceive cash  benefits,  but  could  automatically  be  reinstated  to  active 
benefit  status  if  a  work  attempt  fails.  The  bill  also  provides  that  the 
same  trial  work  period  would  be  applicable  to  disabled  widow  (er)s. 
(Under  persent  law,  when  the  9-month  trial  work  period  is  com- 
pleted, three  additional  months  of  benefits  are  provided.  The  com- 
mittee provision  would  not  alter  this  aspect  of  present  law.) 

Administration  by  State  agencies. — Present  law  provides  for  dis- 
ability determinations  to  be  performed  by  State  agencies  under  an 
agreement  negotiated  by  the  State  and  the  Secretary  of  HEW.  The 
committee  bill  would  require  that  disability  determinations  be  made 
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by  State  agencies  according  to  regulations  or  other  written  guide- 
lines of  the  Secretary.  It  would  require  the  Secretary  to  issue  regula- 
tions specifying  performance  standards  and  administrative  require- 
ments and  procedures  to  be  followed  in  performing  the  disability 
function  "in  order  to  assure  effective  and  uniform  administration 
of  the  disability  insurance  program  throughout  the  United  States." 

The  committee  bill  also  provides  that  if  the  Secretary  finds  that  a 
State  agency  is  substantially  failing  to  make  disability  determinations 
consistent  with  his  regulations,  the  Secretary  shall,  not  earlier  than  180 
days  following  his  findings,  terminate  State  administration  and  make 
the  determinations  himself.  In  addition  to  providing  for  termination 
by  the  Secretary,  the  provision  allows  for  termination  by  the  State. 
The  State  is  required  to  continue  to  make  disability  determinations  for 
180  days  after  notifying  the  Secretary  of  its  intent  to  terminate.  There- 
after, the  Secretary  would  be  required  to  make  the  determinations. 

Federal  review  of  State  agency  determinations. — Under  current  ad- 
ministrative procedures  of  the  Social  Security  Administration,  ap- 
proximately 5  percent  of  disability  claims  approved  by  the  State  dis- 
ability determination  units  are  reviewed  by  Federal  examiners.  This 
review  occurs  after  the  benefit  has  been  awarded,  i.e.,  it  is  a  postad- 
judicative  review.  The  committee  amendment  would  have  the  effect, 
over  time,  of  reinstituting  a  review  procedure  used  by  SSA  until  1972 
under  which  most  State  disability  allowances  were  reviewed  prior  to 
the  payment  of  benefits.  The  committee  bill  provides  for  preadjudi- 
cative  Federal  review  of  at  least  15  percent  of  allowances  and  denials 
in  fiscal  year  1981,  35  percent  in  1982,  and  65  percent  in  years  there- 
after. 

Periodic  review  of  disability  determinations. — Under  current  ad- 
ministrative procedures,  a  disability  beneficiary's  continued  eligibility 
for  benefits  is  reexamined  only  under  a  limited  number  of  circum- 
stances. The  committee  bill  would  require  that  unless  there  has  been  a 
finding  that  an  individual's  disability  is  permanent,  there  would  have 
to  be  a  review  of  the  case  at  least  once  every  3  years  to  determine  con- 
tinuing eligibility.  The  Social  Security  Administration  would  continue 
to  be  authorized  to  review  the  eligibility  of  permanently  disabled  in- 
dividuals. 

Other  administrative  changes. — The  committee  bill  includes  a  num- 
ber of  other  provisions  intended  to  strengthen  administrative  .practices 
particularly  in  regard  to  the  handling  of  initial  claims  and  cases  denied 
which  are  under  appeal.  These  provisions  would  : 

1.  Require  that  notices  of  disability  denial  be  provided  to  claimants 
expressed  in  language  understandable  to  the  claimant,  which  include 
a  discussion  of  the  evidence  of  record  and  the  reasons  why  the  disabil- 
ity claim  is  denied. 

2.  Authorize  the  Secretary  to  pay  all  non-Federal  providers  for 
costs  of  supplving  medical  evidence  of  record  in  title  II  claims  as  is 
done  in  title  XVI  (SSI)  claims. 

3.  Provide  permanent  authority  for  payment  of  the  travel  expenses 
of  claimants  (and  their  representatives  in  the  case  of  reconsiderations 
and  ALJ  hearings)  resulting  from  participation  in  various  phases  of 
the  adiudication  process. 

4.  Eliminate  the  provision  in  present  law  which  requires  that  cases 
which  have  been  appealed  to  the  district  court  be  remanded  by  the 
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court  to  the  Secretary  upon  motion  by  the  Secretary.  Instead,  remand 
would  be  discretionary  with  the  court,  and  only  on  motions  by  the  Sec- 
retary where  "good  cause"  was  shown. 

5.  Continue  the  provision  of  present  law  which  gives  the  court  dis- 
cretionary authority  to  remand  cases  to  the  Secretary,  but  add  the 
requirement  that  remand  for  the  purpose  of  taking  new  evidence  be 
limited  to  cases  in  which  there  is  a  showing  that  there  is  new  evidence 
which  is  material  and  that  there  was  good  cause  for  failure  to  incor- 
porate it  into  the  record  in  a  prior  proceeding. 

6.  Modify  present  law  with  respect  to  court  review  to  provide  that 
the  Secretary's  determinations  with  respect  to  facts  would  be  final 
unless  found  to  be  arbitrary  and  capricious. 

7.  Foreclose  the  introduction  of  new  evidence  with  respect  to  an 
application  after  the  decision  is  made  at  the  administrative  law  judge 
hearing  level.  At  the  present  time  new  evidence  may  be  introduced 
until  all  levels  of  administrative  review  have  been  exhausted  (through 
the  Appeals  Council). 

8.  Require  the  Secretary  to  submit  a  report  to  Congress  by  July  1, 
1980,  recommending  appropriate  case  processing  time  limits  for  the 
various  levels  of  adjudication. 

AID  TO  FAMILIES  WITH  DEPENDENT  CHILDREN  AND  CHILD  SUPPORT 

PROGRAMS 

AFDC  work  requirement. — Under  present  law.  recipients  of  AFDC 
are  required  to  register  for  manpower  training  and  employment  serv- 
ices under  the  work  incentive  (WIN)  program,  unless  they  are  stat- 
utorily exempt.  Individuals  who  participate  in  the  WIN  program 
also  receive  supportive  services,  including  child  care,  if  these  services 
are  necessary  to  enable  them  to  participate.  Under  the  committee 
amendment  AFDC  recipients  who  are  not  exempt  from  registration 
by  law  would  be  required,  as  a  condition  of  continuing  eligibility  for 
AFDC,  to  register  for,  and  participate  in,  employment  search  activi- 
ties, as  a  part  of  the  WIN  program.  The  amendment  would  require 
the  provision  of  such  social  and  supportive  services  as  are  necessary  to 
enable  the  individual  actively  to  engage  in  activities  related  to  finding 
employment,  and  for  a  period  thereafter,  as  are  necessary  and  reason- 
able to  enable  him  to  retain  employment,  In  addition,  it  would  allow 
States  to  match  the  Federal  share  for  social  and  supportive  services 
with  inkind  goods  and  services,  instead  of  being  required  to  make  only 
a  cash  contribution.  The  amendment  would  provide  for  locating  man- 
power and  supportive  services  together  to  the  maximum  extent  feasi- 
ble, eliminate  the  requirement  for  a  60-day  counseling  period  before 
assistance  can  be  terminated,  and  authorize  the  Secretaries  of  Labor 
and  Health,  Education,  and  Welfare  to  establish  the  period  of  time 
during  which  an  individual  will  continue  to  be  ineligible  for  assistance 
in  the  case  of  a  refusal  without  good  cause  to  participate  in  a  WIN 
program.  The  amendment  would  also  clarify  the  treatment  of  earned 
income  derived  from  public  service  employment. 

Matching  for  AFDC  antifravd  activities.— Under  present  law, 
Federal  matching  for  AFDC  administrative  costs,  including  anti- 
fraud  activities,  is  limited  to  50  percent.  The  committee  amendment 
would  increase  the  matching  rate  to  75  percent  for  State  and  local 
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antifraud  activities  for  costs  incurred  (1)  by  the  welfare  agencies 
in  the  establishment  and  operation  of  one  or  more  identifiable  fraud 
control  units;  (2)  by  attorneys  employed  by  the  State  or  local  wel- 
fare agencies  (but  only  for  the  costs  identifiable  as  AFDC  antifraud 
activities)  ;  and  (3)  by  attorneys  retained  under  contract  (such  as 
the  office  of  the  State  attorney). 

Use  of  IRS  to  collect  child  support  for  non-AFDC  families. — 
Present  law  authorizes  States  to  use  the  Federal  income  tax  mech- 
anism for  collecting  support  payments  for  families  receiving  AFDC, 
if  the  State  has  made  diligent  and  reasonable  efforts  to  collect  the 
payments  without  success  and  the  amount  sought  is  based  on  noncom- 
pliance with  a  court  order  for  support.  States  have  access  to  IRS 
collection  procedures  only  after  certification  of  the  amount  of  the 
child  support  obligation  by  the  Secretary  of  Health,  Education,  and 
Welfare,  or  his  designee.  The  committee  amendment  would  extend 
TRS's  collection  responsibilities  to  non-AFDC  child  support  enforce- 
ment cases,  subject  to  the  same  certification  and  other  requirements 
that  are  now  applicable  in  the  case  of  families  receiving  AFDC. 

Safeguarding  information. — Present  law  provides  in  part  that 
State  plans  under  title  TV-A  (AFDC)  include  safeguards  which 
prevent  disclosure  of  the  name  or  address  of  AFDC  applicants  or 
recipients  to  any  committee  or  a  legislative  body.  HEW  regulations 
include  Federal,  State,  or  local  committees  or  legislative  bodies  under 
this  provision.  Under  their  guidelines,  HEW  exempts  audit  com- 
mittees from  this  exclusion.  Several  States,  however,  do  not  honor 
the  HEW  exemption.  The  committee  bill  would  modify  this  section 
of  the  act  to  clarify  that  any  governmental  agency  (including  any 
legislative  body  or  component  or  instrumentality  thereof)  author- 
ized by  law  to  conduct  an  audit  or  similar  activity  in  connection 
with  the  administration  of  the  AFDC  program  is  not  included  in 
the  prohibition.  The  amendment  would  make  similar  changes  with 
regard  to  audits  under  title  XX  of  the  Social  Security  Act. 

Federal  matching  for  child  support  duties  performed  hy  court 
personnel. — Present  law  requires  that  State  child  support  plans  pro- 
vide for  entering  into  cooperative  arrangements  with  appropriate 
courts  and  law  enforcement  officials  to  assist  the  child  support  agency 
in  administering  the  program.  Federal  regulations  are  now  written 
in  such  a  way  as  to  allow  States  to  claim  Federal  matching  for  the 
compensation  of  district  attorneys,  attorneys  general,  and  similar 
public  attorneys  and  prosecutors  and  their  staff.  However,  States 
may  not  receive  Federal  matching  for  expenditures  (including  com- 
pensation) for  or  in  connection  with  judges  or  other  court  officials 
making  judicial  decisions,  and  other  supportive  and  administrative 
personnel. 

The  committee  bill  would  allow  Federal  matching  for  these  admin- 
istrative expenses  of  the  IV-D  program.  Matching  would  cover 
expenditures  (including  compensation)  for  judo-es  or  other  persons 
makino-  judicial  determinations,  and  other  support  and  administrative 
personnel  of  the  courts  who  perform  TY-D  functions,  but  only  for 
those  functions  specifically  identifiable  as  IV-D  functions.  Current 
levels  of  spending  in  the  State  for  these  newly  matched  activities 
would  have  to  be  maintained.  Xo  matching  would  be  available  for 
expenditures  incurred  before  January  1,  1980. 
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Child  support  management  information  system. — Under  present 
law  States  and  localities  that  wish  to  establish  and  use  computerized 
information  systems  in  the  management  of  their  child  support  pro- 
grams receive  75  percent  Federal  matching  of  their  expenditures.  The 
committee  amendment  would  increase  the  rate  of  matching  to  90 
percent  for  the  costs  of  developing  and  implementing  the  systems. 
The  cost  of  operating  such  systems  would  continue  at  the  75  percent 
matching  rate.  Under  the  amendment,  the  Office  of  Child  Support 
Enforcement  would  be  required,  on  a  continuing  basis,  to  provide 
technical  assistance  to  the  States  and  would  have  to  approve  the  State 
system  as  a  condition  of  Federal  matching.  Continuing  review  of  the 
State  systems  would  also  be  required. 

AFDC  management  information  system. — States  may  currently 
receive  50  percent  Federal  matching  for  the  cost  of  computerized 
management  information  systems  as  an  element  of  AFDC  adminis- 
trative costs.  The  committee  amendment  would  increase  the  rate  of 
matching  to  90  percent  for  the  costs  of  developing  and  implementing 
the  computer  information  systems  and  to  75  percent  for  their  opera- 
tion, provided  the  system  meets  the  requirements  imposed  by  the 
amendment.  Under  the  amendment,  the  Department  of  Health,  Edu- 
cation, and  Welfare  would  be  required  to  provide  technical  assistance 
to  the  States  and  to  approve  the  State  system  as  a  condition  of  Federal 
matching.  (Continuing  technical  assistance  and  review  of  the  State 
systems  would  also  be  required.)  In  approving  systems,  the  Depart- 
ment would  have  to  assure  compatibility  among  the  other  public  as- 
sistance, medicaid,  and  social  service  systems  in  the  States  and  among 
the  AFDC  systems  of  different  jurisdictions. 

Child  support  reporting  and  matching  procedures. — Present  law 
requires  that  the  Federal  Office  of  Child  Support  Enforcement  (1) 
maintain  adequate  records  (for  both  AFDC  and  non-AFDC  families) 
of  all  amounts  collected  and  disbursed,  and  of  the  costs  of  collection 
and  disbursement,  and  (2)  publish  periodic  reports  on  the  operation 
of  the  program  in  the  various  States  and  localities  and  at  national  and 
regional  levels.  Present  law  also  provides  that  the  States  will  maintain 
for  both  AFDC  and  non-AFDC  families  a  full  record  of  collections, 
disbursements,  and  expenditures  and  of  all  other  activities  related 
to  its  child  support  programs.  An  adequate  reporting  system  is 
required. 

The  committee  amendment  would  prohibit  advance  payment  of 
the  Federal  share  of  State  administrative  expenses  for  a  calendar 
quarter  unless  the  State  has  submitted  a  complete  report  of  the  amount 
of  child  support  collected  and  disbursed  for  the  calendar  quarter 
which  ended  6  months  earlier.  The  amendment  would  also  allow  the 
Department  of  Health,  Education,  and  Welfare  to  reduce  the  amount 
of  the  payments  to  the  State  by  the  Federal  share  of  child  support 
collections  made  but  not  reported  by  the  State. 

Access  to  wage  information  for  child  support  program. — Under  title 
IV-D  of  the  Social  Security  Act,  States  are  required  to  have  separate 
child  support  agencies  to  establish  paternity  and  obtain  support  for 
any  child  who  is  an  applicant  for  or  recipient  of  AFDC.  These  State 
agencies  must  also  provide  child  support  services  to  non-AFDC  fam- 
ilies if  they  apply  for  child  support  services.  HEW  regulations  require 
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the  State  agencies  to  establish  and  to  periodically  review  the  amount 
of  the  support  obligation,  using  the  statutes  and  legal  processes  of 
the  State. 

The  committee  amendment  would  provide  authority  for  the  States 
to  have  access  to  earnings  information  in  records  maintained  by  the 
Social  Security  Administration  and  State  employment  security  agen- 
cies for  purposes  of  the  child  support  program.  The  Labor  Depart- 
ment and  the  Department  of  HEW  would  be  authorized  to  establish 
necessary  safeguards  against  improper  disclosure  of  the  information. 

OTHER  PROVISIONS  AMENDING  THE  SOCIAL  SECURITY  ACT 

Relationship  between  social  security  and  SSI  benefits. — A  substan- 
tial proportion  of  SSI  recipients  are  also  eligible  for  benefits  under 
the  old-age,  survivors,  and  disability  insurance  program  under  title  II 
of  the  Social  Security  Act.  Though  the  two  programs  are  administered 
by  the  same  agency,  it  can  sometimes  happen  that  an  individual's  first 
check  under  one  program  will  be  delayed.  If  the  SSI  check  is  delayed, 
retroactive  entitlement  takes  into  account  the  amount  of  income  the 
individual  had  from  social  security.  However,  if  the  title  II  check  is  de- 
layed, a  windfall  to  the  individual  can  occur  since  it  is  not  possible  to 
retroactively  reduce  his  SSI  benefits  beyond  the  beginning  of  the  cur- 
rent quarter.  The  committee  amendment  provides  that  an  individual's 
entitlement  under  the  two  titles  shall  be  considered  as  a  totality  so  that 
if  payment  under  title  II  is  delayed  and  therefore  results  in  a  higher 
payment  under  title  XVI,  the  adjustment  made  in  the  case  of  any  in- 
dividual would  be  the  net  difference  in  total  payment.  There  would  be 
proper  accounting  adjustments  to  assure  that  the  appropriate  amounts 
were  charged  to  the  general  fund  and  the  trust  funds  respectively. 
Any  appropriate  reimbursements  would  also  be  made  to  the  States 
where  State  supplementary  benefits  are  involved. 

Extension  of  term  of  the  National  Commission  on  Social  Security. — 
The  committee  bill  would  extend  for  three  months  the  expiration  date 
of  the  National  Commission  on  Social  Security  and  the  terms  of  its 
members.  Under  the  committee  provision,  the  Commission's  work  and 
the  terms  of  its  members  would  end  on  April  1, 1981. 

Frequency  of  FIG  A  deposits  from  State  and  local  governments. — 
Under  current  regulations,  State  and  local  governments  are  required 
to  deposit  their  FICA  taxes  45  days  after  the  end  of  each  calendar 
quarter.  [Regulations  recently  promulgated  would  increase  the  fre- 
quency of  the  deposits  to  a  monthly  schedule  beginning  in  July  1980. 
These  regulations  require  that  FICA  deposits  for  the  first  2  months  in 
a  calendar  quarter  be  due  15  days  after  the  end  of  each  month,  and 
that  deposits  for  the  third  month  of  the  calendar  quarter  be  due  45 
days  after  the  end  of  that  month.  These  regulations  were  issued  in 
final  form  on  November  20,  1978,  and  by  law  cannot  become  effective 
until  at  least  18  months  have  passed  from  the  date  of  final  publica- 
tion. The  committee  bill  includes  a  provision  requiring  that  FICA  de- 
posits from  State  and  local  governments  be  due  30  days  after  the  end 
of  each  month.  The  provision  would  be  effective  beginning  July  1980. 

Aliens  under  SSI. — In  order  for  an  alien  to  be  eligible  for  supple- 
mental security  income  payments  under  present  law  and  regulations, 
he  must  be  lawfully  admitted  for  permanent  residence  or  otherwise 
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permanently  residing  in  the  United  States  "under  color  of  law".  The 
latter  category  refers  primarily  to  refugees  who  enter  as  conditional 
entrants  or  parolees.  An  alien  seeking  admission  to  the  United  States 
must  establish  that  he  is  not  likely  to  become  a  public  charge.  If  a  visa 
applicant  does  not  have  sufficient  resources  of  his  own,  a  U.S.  consular 
officer  may  require  assurance  from  a  resident  of  the  United  States  that 
the  alien  will  be  supported.  However,  such  assurances  are  not  legally 
binding  on  the  sponsor  of  the  alien.  Under  present  law,  an  alien  is 
required  to  be  in  the  United  States  for  only  30  days  before  becoming 
eligible  for  SSI.  The  committee  amendment  would  require  an  alien 
to  reside  in  the  United  States  for  3  years  before  he  would  be  eligible 
for  SSL 

Demonstration  authority  to  provide  services  to  the  terminally  ill. — 
The  committee  bill  authorizes  the  Social  Security  Administration  to 
participate  in  a  demonstration  project  which  has  as  its  purpose  to  deter- 
mine how  best  to  provide  services  needed  by  persons  who  are  terminally 
ill.  The  committee  provision  authorizes  up  to  $2  million  a  year  to  be 
used  by  the  Social  Security  Administration  for  this  purpose. 

Demonstration  projects. — Under  present  law,  the  Secretary  of 
Health,  Education,  and  Welfare  has  no  authority  to  waive  require- 
ments under  titles  II,  XVI,  and  XVIII  to  conduct  experimental  or 
demonstration  projects.  The  committee  bill  would  authorize  the  waiver 
of  certain  benefit  requirements  of  titles  II  and  XVIII  (medicare)  to 
allow  demonstration  projects  by  the  Social  Security  Administration 
to  test  ways  in  which  to  stimulate  a  return  to  work  by  disability  bene- 
ficiaries, with  a  report  to  Congress  required  by  January  1,  1983.  The 
bill  would  also  provide  demonstration  authority  to  cover  other  areas 
of  the  DI  program  beyond  the  purpose  of  stimulating  a  return  to  work 
(for  example,  the  effects  of  lengthening  the  trial  work  period,  altering 
the  24-month  waiting  period  for  medicare  benefits,  altering  the  way  the 
program  is  administered,  earlier  referral  of  beneficiaries  for  rehabili- 
tation, and  greater  use  of  private  contractors,  employers  and  others  to 
develop,  perform  or  otherwise  stimulate  new  forms  of  rehabilitation). 

In  addition,  the  Secretary  would  be  authorized  to  conduct  experi- 
mental, pilot,  or  demonstration  projects  which,  in  his  judgment,  are 
likely  to  promote  the  objectives  or  improve  the  administration  of  the 
SSI  program. 

The  committee  bill  would  authorize  the  Secretary  to  waive  certain 
requirements  of  the  human  experimentation  statute,  but  would  require 
that  the  Secretary  in  reviewing  any  application  for  any  experimental, 
pilot,  or  demonstration  project  pursuant  to  the  Social  Security  Act 
must  take  into  consideration  the  human  experimentation  law  and  regu- 
lations in  making  his  decision  on  whether  to  approve  the  application. 
The  committee  does  not  intend  that  this  provision  modify  the  require- 
ments of  the  human  experimentation  statute  as  they  apply  to  direct 
medical  experimentation  with  actual  diagnosis  or  treatment  of  patients. 

Social  security  tax  status  of  employee  social  security  taxes  paid  by 
employers. — In  general,  employers  are  required  to  pay  an  employer 
social  security  tax  on  the  wages  they  pay  their  employees  and  to  with- 
hold from  those  wages  an  equal  employee  social  security  tax.  As  an 
alternative  to  this  procedure,  however,  present  law  allows  employers 
to  assume  responsibility  for  both  the  employer  and  employee  taxes 
instead  of  withholding  the  employee's  share  from  his  wages.  Under 
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this  alternative  procedure,  the  payment  by  the  employer  of  the  em- 
ployee's social  security  tax  represents,  in  effect,  an  additional  amount 
of  compensation.  However,  existing  law  specifically  exempts  that 
amount  of  additional  compensation  from  social  security  taxes.  The  net 
effect  is  that  for  a  given  level  of  total  compensation,  somewhat  lower 
social  security  taxes  would  be  payable  if  the  employer  pays  the  em- 
ployee social  security  tax  instead  of  withholding  it  from  the  employee's 
wages.  Because  of  the  level  of  social  security  taxes  now  in  effect,  this 
procedure  could  significantly  lower  social  security  trust  fund  receipts 
if  the  practice  became  widespread.  The  committee  amendment  would 
include  the  amount  of  any  employer  payment  of  the  employee  share  of 
social  security  taxes  in  the  employee's  taxable  income  for  purposes  of 
social  security  taxation.  The  amendment  would  not  apply  to  situa- 
tions in  which  the  employee  share  of  social  security  taxes  are  paid  by 
an  employer  for  an  individual  who  is  employed  as  a  domestic. 

II.  General  Discussion  of  the  Bill 

A.  Social  Security  Disability  Programs 

Introduction  and  Legislative  History 

The  Social  Security  Administration  is  charged  with  the  administra- 
tion of  two  national  disability  programs :  the  disability  insurance 
program  (DI)  and  the  supplemental  security  income  program  (SSI). 
The  disability  insurance  program  provides  benefits  in  amounts  related 
to  a  disabled  worker's  former  wage  levels  in  covered  employment. 
Funding  is  provided  through  the  social  security  payroll  tax,  a  portion 
of  which  is  allocated  to  a  separate  disabilhVy  insurance  trust  fund. 
The  SSI  program  provides  cash  assistance  benefits  to  the  needy  blind 
and  disabled,  many  of  whom  do  not  have  recent  attachment  to  the 
labor  force.  The  benefit  amount  is  based  on  the  amount  of  other  income 
available  to  the  individual.  Unlike  DI  benefits,  the  SSI  benefits  are 
funded  through  appropriations  from  general  revenues. 

Disability  insurance. — The  disability  insurance  (DI)  program  estab- 
lished by  title  II  of  the  Social  Security  Act  provides  monthly  benefits 
averaging  $320  to  some  2.9  million  disabled  workers.  Benefits  are  also 
payable  under  the  program  to  approximately  2  million  dependent 
spouses  and  children  of  these  disabled  workers.  For  a  disabled-worker 
family,  monthly  benefits  average  $639.  The  maximum  benefit  which 
could  be  paid  to  a  worker  who  becomes  disabled  in  1979  is  $552  for  a 
disabled  worker  alone  or  $967  for  a  disabled  worker  family. 

Although  the  original  Social  Security  Act  of  1935  did  not  include 
provision  for  a  disability  insurance  program,  there  was  early  concern 
with  the  problem  of  loss  of  earnings  due  to  disability.  In  the  1940's  the 
Social  Security  Board  in  its  annual  reports  generally  supported  the 
addition  of  some  kind  of  disability  program  to  the  social  security 
system. 

The  Congress  had  various  proposals  for  a  disability  program 
under  its  active  consideration  in  the  next  few  years.  Finally,  in  the 
Social  Security  Amendments  of  1954,  the  Congress  included  a  pro- 
vision for  a  disability  "freeze"  which  would  allow  disabled  workers 
to  protect  their  ultimate  retirement  benefits  against  the  effects  of 
non-earning  years,  becoming  effective  in  July  1955.  The  amendments 
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provided  that  the  determination  of  who  was  disabled  would  be  made  by 
State  agencies  under  contract  with  the  Federal  Government.  It  was 
expected  that  the  agency  used  would  ordinarily  be  the  State  voca- 
tional rehabilitation  agency. 

The  1956  amendments  established  the  Disability  Insurance  Trust 
Fund  and  provided  for  the  payment  of  benefits  to  disabled  workers 
(but  not  to  their  dependents)  starting  in  July  1957.  Benefits  were 
limited  to  workers  age  50  or  over  who  had  recent  and  substantial 
attachment  to  the  social  security  program.  The  disability  had  to  be 
severe  enough  to  prevent  the  individual  from  engaging  in  any  sub- 
stantial employment  and  to  be  of  "long-continued  and  indefinite 
duration."  For  eligible  individuals,  benefits  were  payable  after  a  full 
6-month  waiting  period.  (If  an  individual  became  disabled  on  Jan- 
uary 15,  the  waiting  period  would  be  February  through  July.  The 
first  check,  for  the  month  of  August,  would  be  payable  at  the  begin- 
ning of  September.) 

The  disability  benefit  formula  was  essentially  the  same  as  the  for- 
mula for  retirement  benefits,  under  which  the  benefit  amount  is  deter- 
mined according  to  the  worker's  lifetime  average  earnings  (excluding 
in  this  case  years  of  disability  in  computing  the  average).  Since  the 
benefits  were  at  this  time  limited  to  workers  age  50  or  over,  their 
general  wage  histories  could  be  expected  to  be  comparable  to  retired 
workers.  For  this  reason,  there  was  no  compelling  reason  to  develop 
a  new  method  of  determining  benefits. 

The  1956  amendments  also  provided  for  the  payment  of  benefits 
to  disabled  children  age  18  and  over  who  were  dependents  of  retired 
workers  or  survivors  of  deceased  workers  (provided  that  the  disability 
began  before  the  child  reached  age  18) . 

The  Secretary  of  Health,  Education,  and  Welfare  was  given  the 
authority  to  reverse  cases  that  had  been  allowed  by  the  State  agencies 
which  made  the  original  determinations.  The  basic  purpose  of  this 
provision  was  to  protect  the  trust  fund  from  being  forced  to  pay 
benefits  in  cases  that  should  not  have  been  allowed  in  the  first  instance, 
and  to  promote  more  uniform  administration  of  the  program  among 
the  States. 

Subsequent  amendments  added  provisions  for  benefits  to  dependent 
spouses  and  children  of  disabled  workers  (1958)  and  eased  the  require- 
ments related  to  prior  work  under  social,  security  (1958  and  1960). 
Also  in  1960,  the  limitation  of  benefits  to  workers  age  50  or  over  was 
eliminated.  The  lowering  of  the  age  of  eligibility  had  a  significant 
impact  on  how  the  benefit  computation  formula  operated.  Since  bene- 
fits are  based  on  lifetime  average  earnings  (excluding  years  of  dis- 
abilitv),  benefits  for  workers  who  became  disabled  at  a  young  age 
would  be  based  on  a  very  small  number  of  years  of  earnings  (as  few 
as  2).  This  can  lead  to  quite  different  results  from  the  situation  of  a 
retired  worker  whose  earnings  are  averaged  over  a  relatively  large 
number  of  years.  However,  no  change  in  the  disability  benefit  for- 
mula was  made. 

Certain  provisions  in  the  1960  amendments  were  aimed  at  encourag- 
ing beneficiaries  to  return  to  employment.  They  provided  for  a  nine- 
month  period  of  "trial  work."  during  which  the  disabled  individual 
could  have  earnings  without  having  his  benefits  terminated.  They  also 
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eliminated  the  6-month  waiting  period  for  benefits  if  a  worker  applied 
for  disability  a  second  time  after  failing  in  his  attempt  to  return  to 
work. 

In  1965,  the  definition  requiring  that  a  disability  be  of  "long-con- 
tinued and  indefinite  duration"  was  changed  to  permit  benefits  for 
disabilities  expected  to  last  at  least  12  months.  Benefits  for  disabled 
widows  and  disabled  dependent  widowers  age  50  and  over  were  added 
in  1967.  In  1972,  the  6-month  waiting  period  (established  in  1956) 
was  reduced  to  5  months. 

As  the  program  grew,  the  Congress  began  expressing  considerable 
concern  over  the  increased  allocations  to  the  disability  trust  fund  which 
had  been  required  to  meet  actuarial  deficiencies.  The  Finance  Com- 
mittee, in  its  report  on  the  1967  Social  Security  Amendments,  com- 
mented : 

The  committee  recognizes  and  shares  the  concern  expressed 
by  the  Committee  on  Ways  and  Means  regarding  the  way 
this  disability  definition  has  been  interpreted  by  the  courts 
and  the  effects  their  interpretations  have  had  and  might 
have  in  the  future  on  the  administration  of  the  disability 
program  by  the  Social  Security  Administration.  *  *  *  The 
studies  of  the  Committee  on  Ways  and  Means  indicate  that 
over  the  past  few  years  the  rising  cost  of  the  disability  insur- 
ance program  is  related,  along  with  other  factors,  to  the  way 
in  which  the  definition  of  disability  has  been  interpreted. 
The  committee  therefore  includes  in  its  bill  more  precise 
guidelines  that  are  to  be  used  in  determining  the  degree  of 
disability  which  must  exist  in  order  to  qualify  for  disability 
insurance  benefits. 

The  1967  amendments  were  intended  to  emphasize  the  role  of  medi- 
cal factors  in  the  determination  of  disability.  Since  the  beginning  of 
the  program,  the  Social  Security  Administration  had  been  operat- 
ing under  guidelines  that  allowed  consideration  of  certain  vocational 
factors.  However,  these  were  being  interpreted  in  varying  ways,  and 
there  was  believed  to  be  a  need  to  write  into  the  law  additional  lan- 
guage which  would  define  vocational  factors  in  such  a  way  that  they 
could  be  interpreted  and  applied  on  a  more  uniform  basis.  The  new 
language  specified  that  an  individual  could  be  determined  to  be  dis- 
abled only  if  his  impairments  were  of  such  severity  that  he  "is  not 
only  unable  to  do  his  previous  work  but  cannot,  considering  his  age. 
education,  and  work  experience,  engage  in  any  other  kind  of  sub- 
stantial gainful  work  which  exists  in  the  national  economy,  regardless 
of  whether  such  work  exists  in  the  immediate  area  in  which  he  lives, 
or  whether  a  specific  job  vacancy  exists  for  him,  or  whether  he  would 
be  hired  if  he  applied  for  work." 

The  committee  report  discussed  this  provision  further : 

The  orioinal  provision  was  designed  to  provide  disability 
insurance  benefits  to  workers  who  are  so  severely  disabled  that 
they  are  unable  to  engage  in  any  substantial  gainful  activity. 
The  bill  would  provide  that  such  an  individual  would  be  dis- 
abled only  if  it  is  shown  that  he  has  a  severe  medically  deter- 
minable physical  or  mental  impairment  or  impairments:  that 
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if,  despite  his  impairment  or  impairments,  an  individual  still 
can  do  his  previous  work,  he  is  not  under  a  disability ;  and  that 
if,  considering  the  severity  of  his  impairment  together  with 
his  age,  education,  and  experience,  he  has  the  ability  to  engage 
in  some  other  type  of  substantial  gainful  work  that  exists  in 
the  national  economy  even  though  he  can  no  longer  do  his 
previous  work,  he  also  is  not  under  a  disability  regardless  of 
whether  or  not  such  work  exists  in  the  general  area  in  which 
he  lives  or  whether  he  would  be  hired  to  do  such  work.  It  is  not 
intended,  however,  that  a  type  of  job  which  exists  only  in  very 
limited  numbers  or  in  relatively  few  geographic  locations 
would  be  considered  as  existing  in  the  national  economy. 
While  such  factors  as  whether  the  work  he  could  do  exists  in 
his  local  area,  or  whether  there  are  job  openings,  or  whether 
he  would  or  would  not  actually  be  hired  may  be  pertinent  in 
relation  to  other  forms  of  protection,  they  may  not  be  used  as 
a  basis  for  finding  an  individual  to  be  disabled  under  this 
definition.  It  is,  and  has  been,  the  intent  of  the  statute  to  pro- 
vide a  definition  of  disability  which  can  be  applied  with  uni- 
formity and  consistency  throughout  the  Nation,  without  re- 
gard to  where  a  particular  individual  may  reside,  to  local 
hiring  practices  or  employer  preferences,  or  to  the  state  of  the 
local  or  national  economy. 

In  the  ease  of  blind  individuals,  several  amendments  were  adopted 
over  the  years  which  eased  certain  requirements  of  the  disability  pro- 
gram. The  level  of  earnings  above  which  an  individual  is  considered 
not  disabled  is  substantially  higher  for  blind  persons  than  for  those 
with  other  disabilities.  No  recency  of  employment  test  is  applied  in 
determining  eligibility  for  the  blind.  For  blind  persons  age  55  or  over, 
eligibility  is  based  on  their  ability  to  perform  work  requiring  skills 
and  abilities  comparable  to  those  used  in  their  usual  work  rather  than 
on  their  ability  to  work  at  any  job. 

Supplemental  security  income. — The  Social  Security  Act  as  origi- 
nally written  in  1935  did  not  provide  for  disability  protection  under 
either  the  insurance  (trust  fund)  title  or  under  the  public  assistance 
titles.  (A  public  assistance  program  limited  to  the  needy  blind  was, 
however,  a  part  of  the  1935  act.)  In  1950  a  public  assistance  program 
for  the  "totally  and  permanently  disabled"  was  added  to  the  Social 
Security  Act.  Under  the  public  assistance  programs  for  the  blind  and 
disabled,  basic  eligibility  standards  and  assistance  levels  were  deter- 
mined by  each  State,  and  program  administration  was  carried  out  by 
the  States  (or  by  local  governments  under  overall  State  supervision)  . 
State  expenditures  for  the  program  were  funded  by  the  States  with 
Federal  matching  from  general  revenue  appropriations  according  to 
formulas  specified  in  the  Federal  statute. 

In  1972,  Congress  repealed  the  public  assistance  programs  for  the 
blind  and  disabled  (along  with  the  similar  program  for  the  aged)  and 
established  a  new  federally  administered  program  called  supplemental 
security  income  (SSI).  Under  the  new  program  (which  became  effec- 
tive at  the  start  of  1974) ,  a  basic  Federal  income  support  level  is  estab- 
lished for  each  aged,  blind,  and  disabled  person.  Eligibility  is  deter- 
mined and  benefits  are  paid  by  the  Social  Security  Administration. 
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States  may  supplement  the  basic  Federal  income  support  levels,  and 
these  State  supplementary  benefits  may  be  administered  either  by  the 
States  or  by  the  Social  Security  Administration  on  behalf  of  the 
States. 

At  the  present  time,  the  SSI  program  provides  a  monthly  minimum 
Federal  income  support  level  of  $208.20  for  a  disabled  individual  and 
$312.30  for  a  disabled  couple.  These  amounts  are  increased  automati- 
cally for  cost  of  living  changes.  State  supplementation  levels  vary 
widely  from  State  to  State  and  within  States  according  to  different 
living  arrangements  of  recipients.  (See  table  1.) 

The  disability  part  of  the  SSI  program  follows  generally  the  defi- 
nition and  administrative  processes  applicable  to  the  disability  in- 
surance program.  To  be  eligible,  an  individual  must  be  sufficiently 
disabled  to  permit  a  finding  that  he  will  be  unable  to  engage  in  any 
substantial  work  activity  for  at  least  a  period  of  1  year  from  the  time 
he  became  disabled. 
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TABLE  1.— INCOME  GUARANTEE  LEVEL  FOR  DISABLED 
PERSONS  IN  INDEPENDENT  LIVING  ARRANGEMENTS 


Monthly  income  guarantee  level 


State  (administration  of  optional  supplement) 

Individual 

Couple 

Alabama  (State)  

Alaska  (State)  

Arizona  (State)  

Arkansas  (None)  

California  (Federal)  

$208.20 
335.00 
208.20 
208.20 
356.00 

$312.30 
502.00 
312.30 
312.30 
660.00 

Colorado  (State).....  

Connecticut  (State)  

Delaware  (Federal)  

District  of  Columbia  (Federal)  

Florida  (State)  

221.00 
297.00 
208.20 
223.20 
208.20 

442.00 
372.00 
312.30 
342.30 
312.30 

Georgia  (State)  

Hawaii  (Federal)  

Idaho  (State)  

Illinois  (State)  

Indiana  (State)  

208.20 
223.40 
262.00 
1 208.20 
208.20 

312.30 
336.50 
373.00 
1312.30 
312.30 

Iowa  (Federal)  

Kansas  (None)  

Kentucky  (State)  

Louisiana  (None)  

Maine  (Federal)  

208.20 
208.20 
208.20 
208.20 
218.20 

312.20 
312.30 
312.30 
312.30 
327.30 

Maryland  (State)  

Massachusetts  (Federal)  

Michigan  (Federal)  

Minnesota  (State)  

Mississippi  (None)  

208.20 
324.45 
242.29 
242.00 
208.20 

312.30 
494.30 
363.44 
358.00 
312.30 

Missouri  (State)  

Montana  (Federal)  

Nebraska  (State)  

Nevada  (Federal)  

New  Hampshire  (State)  

208.20 
208.20 
295.00 
208.20 
237.00 

312.30 
312.30 
406.00 
312.30 
332.00 

New  Jersey  (Federal)  

New  Mexico  (State)  

New  York  (Federal)  

North  Carolina  (State)  

North  Dakota  (State)  

231.00 
208.20 
271.41 
208.20 
208.20 

324.00 
312.30 
391.78 
312.30 
312.30 
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TABLE  1.— INCOME  GUARANTEE  LEVEL  FOR  DISABLED  PER- 
SONS IN  INDEPENDENT  LIVING  ARRANGEMENTS-Con- 
tinued 


Monthly  income  guarantee  level 


State  (administration  of  optional  supplement)  Individual  Couple 


Ohio  (None)   $208.20  $312.30 

Oklahoma  (State)   287.20  470.30 

Oregon  (State)   220.20  322.30 

Pennsylvania  (Federal)   240.60  361.00 

Rhode  Island  (Federal)   244.99  381.73 

South  Carolina  (State)   208.20  312.30 

South  Dakota  (State)   223.20  327.30 

Tennessee  (None)   208.20  312.30 

Texas  (None)   208.20  312.30 

Utah  (State)   218.20  332.30 

Vermont  (Federal)   247.00  2  384.00 

Virginia  (State)   208.20  312.30 

Washington  (Federal)   253.30  2  361.40 

West  Virginia  (None)   208.20  312.30 

Wisconsin  (Federal)   294.40  451.50 

Wyoming  (State)   228.20  352.30 


1  State  supplements  in  some  cases  but  budgets  each  case  individually  regardless 
of  living  arrangements. 

2  State  has  two  optional  supplementation  leveis.  This  represents  the  higher 
amount  payable  to  recipients  in  the  State. 

Note:  "None"  indicates  no  optional  State  supplementation.  Where  optional 
supplementation  is  indicated  but  the  Federal  levels  of  $208.20  and  $312.30  are 
shown,  the  State  optional  supplementation  does  not  apply  in  the  case  of  individuals 
or  couples  in  independent  living  arrangements.  Mandatory  supplementation  may 
apply  for  certain  individuals  who  were  previously  on  State  programs  in  effect  prior 
to  January  1974.  Optional  State  supplementation  may  also  apply  for  other  living 
arrangements. 

Source:  HEW  (data  as  of  Oct.  1,  1979). 
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Development  of  the  Programs 

As  table  2  shows,  the  Nation's  basic  cash  disability  programs 
have  changed  dramatically  in  the  last  decade  ho th  in  benefit  cost  and 
in  caseload.  As  can  also  be  seen,  there  has  been  a  major  impact 
on  administrative  costs,  and  on  the  number  of  individuals  employed 
by  the  State  disability  agencies  to  make  disability  determinations. 
Costs  of  cash  benefits  grew  from  about  $3.7  billion  in  1970,  to  nearly 
$18  billion  in  1979. 

Nor  do  these  figures  tell  the  whole  story.  There  are  also  major 
benefit  expenditures  for  disabled  persons  under  the  medicare  and 
medicaid  programs.  Since  July  1,  1973,  persons  who  are  entitled  to 
disability  benefits  under  the  Social  Security  Act  for  at  least  24  con- 
secutive months  become  eligible  to  apply  for  medicare  part  A  (hos- 
pital insurance)  benefits  beginning  with  the  25th  month  of  entitle- 
ment and  also  to  enroll  in  the  part  B  (supplementary  medical  insur- 
ance) program.  According  to  estimates  for  fiscal  year  1979,  about 
700,000  persons  will  receive  reimbursed  services  under  part  A  during 
the  year  at  a  cost  of  $2.4  billion.  About  1.7  million  persons  will  receive 
reimbursed  services  under  part  B  at  a  cost  of  $1.4  billion.  With 
respect  to  the  medicaid  program,  for  which  most  SSI  recipients 
are  automatically  eligible,  statistics  for  fiscal  year  1976  show  that 
about  2.7  million  disabled  recipients  received  $3.5  billion  in  benefits 
(about  25  percent  of  total  medicaid  payments). 

TABLE  2— SOCIAL  SECURITY  DISABILITY  PROGRAMS 


Beneficiaries 
(millions)  (December 

each  year)  Benefits  paid  (billions) 


SSI 
federally 
Dl  trust  admin- 
Fiscal  year  Title  II   Title  XVI  fund      istered  Total 


1970   2.7 

1971   2.9 

1972   3.3 

1973   3.6 

1974...   3.9 

1975   4.4 

1976   4.6 

1977   4.9 

1978   4.9 

1979  (est.)....  4.9 


»  1.0 

$2.8 

*  $0.9 

1 1.1 

3.4 

2  1.1 

i  1.2 

4.0 

2  1.3 

i  1.4 

5.2 

2  1.5 

1.7 

6.2 

2  1.8 

2.0 

7.6 

3.0 

2.1 

9.2 

3.4 

2.2 

11.1 

3.7 

2.2 

12.3 

4.1 

2.3 

13.6 

4.3 

State  agency 
program 
administration 


Employees 
Cost  (thou- 
(millions)  sands) 


$3.7 

$48.6 

2.6 

4.5 

63.4 

3.2 

5.3 

68.2 

4.4 

6.7 

80.4 

6.3 

8.0 

146.8 

10.3 

10.6 

206.8 

10.1 

12.6 

228.3 

9.3 

14.8 

254.2 

9.4 

16.4 

278.0 

9.6 

17.9 

311.0 

9.6 

1  The  SSI  program  began  Jan.  1,  1974.  Numbers  for  prior  years  represent  the  number  of 
blind  and  disabled  recipients  under  the  former  Federal-State  programs  of  aid  to  the  aged, 
blind,  and  disabled. 

a  Combined  Federal  and  State  expenditures  for  benefits  paid  to  blind  and  disabled  re- 
cipients under  the  former  Federal-State  programs  of  aid  to  the  aged,  blind,  and  disabled. 
Figure  for  fiscal  year  1974  combines  the  expenditures  under  both  programs. 
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Disability  Insurance. — The  disability  insurance  program  has  grown 
in  caseload  size  and  cost  well  beyond  what  was  originally  estimated. 
In  part,  the  growth  of  the  program  reflects  legislative  changes  which 
have  expanded  coverage  and  benefits.  Much  of  the  growth,  however, 
must  be  ascribed  to  other  causes  such  as  de  facto  liberalization  as  a 
result  of  court  decisions,  weaknesses  in  administration,  and  greater 
than  anticipated  incentives  to  become  or  remain  dependent  upon 
benefits. 

At  the  time  the  disability  insurance  program  was  enacted  in  1956, 
its  long-range  cost  was  estimated  to  be  0.42  percent  of  taxable  payroll. 
The  "high  cost"  short-range  estimate  indicated  that  benefit  outlays 
would  reach  a  level  of  $1.3  billion  by  1975.  Under  the  1979  social  se- 
curity trustees'  report,  the  long-range  cost  of  the  program  is  now 
estimated  to  be  1.92  percent  of  taxable  payroll.  Benefit  payments  for 
1975  totalled  $7.6  billion,  and  benefit  payments  for  1979  are  expected 
to  total  approximately  $14  billion.  (Note:  at  present  payroll  levels,  1 
percent  of  taxable  payroll  is  roughly  $10  billion.) 

Table  4  shows  the  changes  in  the  estimated  costs  of  the  program 
over  the  years  since  it  was  first  enacted.  Many  of  the  cost  increases  in 
the  earlier  years  are  attributable  to  changes  in  the  law,  broadening 
eligibility.  The  last  major  change  of  this  type  was  enacted  in  1967. 
The  reductions  in  long-range  costs  after  1977  are  partly  a  result  of  the 
new  benefit  computation  for  all  social  security  benefits  adopted  in  the 
1977  amendments  and  of  the  increase  in  the  tax  base  under  those 
amendments.  (An  increased  tax  base  has  the  effect  of  "lowering"  the 
cost  of  the  program  as  a  percent  of  taxable  payroll  even  if  the  actual 
costs  of  the  program  in  absolute  terms  remain  unchanged.)  The  1978 
reduction  in  long-range  costs  reflects  an  actuarial  assumption  based 
on  a  somewhat  lower  award  rate  in  the  past  year  or  two. 

There  are  now  about  2.9  million  disabled  workers  receiving  DI 
benefits,  increased  from  1.3  million  in  1969.  This  represents  a  123 
percent  increase  over  a  10-year  period  during  which  there  was  no 
major  legislative  expansion  of  eligibility  requirements.  Currently,  in 
addition  to  the  disabled  workers  who  are  receiving  benefits,  there  are 
benefits  being  paid  to  about  2  million  dependents  of  disabled  workers. 
(See  table  3  for  the  number  of  benefits  by  type  of  beneficiary  in  each 
State.) 
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TABLE  4.— GROWTH  IN  ESTIMATED  COST  OF  Dl  PROGRAM 


Estimated  cost 

Long-range 

(as  percent     Short-range  1    1980  projection 


Year  of  estimate  of  payroll)  (millions)  (millions) 


1956   0.42  $379  (2) 

1958   .49  492  $1,380 

1960   .56  864  1,550 

1965   .67  1,827  2,211 

1967   .95  2,068  3,351 

1973   1.54  6,295  NA 

1975   2.97  9,640  NA 

1976   3.51  12,715  16,197 

1977   3.68  14,822  16,817 

1978   2.26  16,532  16,532 

1979..   1.92  17,212  15,600 


1  Short-range  represents  intermediate  estimate  of  cost  for  second  year  after  the 
year  of  estimate. 

2  No  1980  projection  made;  1975  costs  were  projected  to  be  $949,000,000. 
NA— not  available. 

Source:  Estimates  prepared  by  the  Office  of  the  Actuary  of  the  Social  Security 
Administration  in  connection  with  legislation  (1956-67)  or  as  a  part  of  annual 
trustees'  reports  (1973-79).  Short-range  costs  shown  in  this  table  are  benefit 
payments  only. 

The  following  table  shows  the  number  of  awards  by  calendar  year 
over  the  last  decade.  The  number  of  disabled  worker  awards  in  the 
last  5  years  has  been  about  2.7  million.  Through  the  1968-78  period 
the  annual  number  of  awards  rose  from  an  average  of  about  340,000 
for  1968-70  to  a  peak  of  592,000  in  1975.  Following  1975,  there  was 
no  longer  a  steady  upward  trend.  Instead,  the  number  of  awards  in 
1976-77  was  about  5  percent  lower  than  in  1975.  The  1978  decrease 
was  even  sharper,  to  a  level  about  23  percent  below  that  of  1975. 
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TABLE  5.— DISABLED-WORKER   BENEFIT  AWARDS,  1968-78 


Awards  per 
Number  of      1,000  insured 
awards  workers 


Calendar  year: 


1968   323,514  4.8 

1969   344,741  4.9 

1970   350,384  4.8 

1971   415,897  5.6 

1972   456,562  6.0 

1973   491,955  6.3 

1974   535,977  6.7 

1975   592,049  7.1 

1976   551,740  6.5 

1977   569,035  6.6 

1978   457,451  5.2 


Source:  Prepared  by  Robert  J.  Myers,  consultant  to  the  Committee  on  Finance 

Following  the  rapid  increases  in  the  number  of  applications  for 
title  II  worker  disability  in  the  first  half  of  the  1970's,  there  has  been 
a  distinct  leveling  off,  even  a  decrease,  in  the  number  applying.  The 
decrease,  however,  has  not  been  as  significant  as  the  decrease  in  the- 
number  of  awards.  In  the  same  period  referred  to  above,  1975-78, 
title  II  disabled  worker  applications  decreased  by  about  8  percent. 
The  most  recent  statistics  available  for  1979,  however,  show  that  for 
the  first  5  months  of  this  year  the  number  of  applications  has  been 
slightly  higher  than  for  the  corresponding  period  in  1978. 

TABLE  6.— TITLE  II  DISABLED  WORKER  APPLICATIONS 
RECEIVED  IN  DISTRICT  OFFICES,  1970  THROUGH  1978  1 

[In  thousands] 

1970   868.7 

1971   943.0 

1972  .   947.5 

1973   1,067.5 

1974   1,331.2 

1975   1,284.7 

1976   1,256.3 

1977  ,   1,235.5 

1978   1,184.8 

January-May  1978...,   485.6 

January-May  1979     489.0 

1  Calendar  year. 

Source:  Social  Security  Administration. 
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Supplemental  security  income. — When  the  Congress  was  consider- 
ing the  enactment  of  the  supplemental  security  income  legislation  in 
1972,  the  estimates  it  had  before  it  did  not  accurately  portray  the  fu- 
ture nature  of  the  caseload  and  costs  of  the  program.  Nor  was  there 
any  testimony  that  indicated  how  the  implementation  of  the  program 
might  affect  the  administrative  capacity  of  the  Social  Security  Admin- 
istration, and,  most  particularly,  the  capacity  of  the  disability  adjudi- 
cation structure. 

Most  of  the  discussion  leading  up  to  congressional  passage  of  SSI 
centered  on  serving  the  aged  population.  Congress  accepted  estimates 
of  the  Administration  indicating  that  the  SSI  population  would  con- 
tinue to  be  composed  largely  of  the  aged.  The  Administration  esti- 
mated that,  by  the  end  of  fiscal  year  1975,  there  would  be  almost  two 
aged  beneficiaries  for  every  disabled  beneficiary.  While  it  was  foreseen 
that  the  number  of  persons  receiving  disability  benefits  would  grow 
under  the  new  program,  it  was  expected  that  the  number  of  aged  bene- 
ficiaries would  grow  even  more. 

In  calendar  years  1974  and  1975,  the  first  2  years  of  the  SSI  program, 
the  disability  caseload  increased  substantially,  from  about  1.3  million 
individuals  in  January  1974  to  about  2  million  2  years  later.  Since  that 
time  the  actual  number  of  persons  receiving  payments  on  the  basis  of 
disability  has  appeared  to  be  stabilizing. 

However,  the  SSI  program  is  nonetheless  becoming  a  program  that 
is  increasingly  dominated  by  the  disability  aspects.  Out  of  the  4.2 
million  persons  receiving  SSI  benefits,  2.2  million  came  onto  the  rolls  as 
the  result  of  being  determined  to  be  disabled.  (319,000  of  these  in- 
dividuals have  now  reached  age  65,  but  are  still  listed  by  SSA  as  being 
disabled.  See  table  7  for  a  State-by-State  listing  of  recipients.) 

Perhaps  most  indicative  of  the  predominance  of  disability  issues  in 
the  program  are  the  figures  showing  numbers  of  applicants  for  benefits. 
About  80  percent  of  all  applications  are  now  being  made  on  the  basis 
of  disability.  (See  table  8.)  This  has  been  the  case  since  1976.  In  addi- 
tion, about  two-thirds  of  all  awards  made  in  recent  years  have  been 
made  to  persons  determined  to  be  disabled.  (See  table  9.)  Program  ex- 
penditures also  reflect  the  numbers  and  relatively  higher  average  SSI 
payments  of  the  disabled  SSI  population.  About  60  percent  of  all  SSI 
expenditures  now  go  to  persons  who  have  been  determined  to  be  dis- 
abled. (See  table  10.) 

At  the  present  time,  more  than  1  million,  or  nearly  half  of  all  dis- 
ability applications  received  in  social  security  district  offices,  are 
applications  for  SSI  benefits.  In  1974,  the  first  full  year  of  the  SSI 
program,  there  were  fewer  than  800.000  applications,  compared  with 
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1.3  million  title  II  applications.  Over  the  5K  years  of  the  SSI  program, 
SSI  disability  applications  have  increased  steadily  as  a  percentage  of 
all  disability  applications.  Persons  working  with  the  disability  programs 
generally  are  agreed  that  the  establishment  of  the  SSI  disability  pro- 
gram, acting  as  a  kind  of  out-reach  mechanism,  had  the  result  of  in- 
creasing the  number  of  applications  for  title  II  disability. 

TABLE  7— SUPPLEMENTAL  SECURITY  INCOME  FOR  THE  AGED, 
BLIND,  AND  DISABLED  [Number  of  persons  receiving  federally 
administered  payments,  by  reason  for  eligibility  and  State, 
March  1979] 


State  Total  Aged        Blind  Disabled 


Total1   4,229,782  1,956,318  77,475    2  195,989 


Alabama2  

Alaska2.  

Arizona2  

Arkansas  

California  

Colorado2  

Connecticut2  

Delaware  

District  of  Columbia. 
Florida  

Georgia  

Hawaii  

Idaho2  

Illinois2  

Indiana2  

I  owa  

Kansas  

Kentucky2  

Louisiana  

Maine  

Maryland  , 

Massachusetts  

Michigan  

Minnesota 2  

Mississippi  

Missouri 2  

Montana.  

Nebraska2  

Nevada  

New  Hampshire2  


140,182  84,301 

3,205  1,278 

29,264  12,318 

82,489  47,879 

701,724  319,032 

32,927  15,322 

23,496  7,991 

7,195  2,753 

14,908  4,293 

169,271  86,696 

158,406  77,482 

10,147  5,189 

7,601  2,968 

125,997  38,501 

41,579  16,672 

26,557  12,250 

21,621  9,161 

95,667  46,909 

143,097  73,544 

22,782  10,921 

48,599  17,046 

131,641  73,735 

118,214  42,397 

34,191  14,479 

115,947  67,313 

89,169  46,509 

7,340  2,679 

14,144  6,212 

6,444  3,518 

5,455  2,319 


1,914  53,967 

68  1,859 

530  16,416 

1,574  33,036 

17,284  365,408 

362  17,243 

313  15,192 

185  4,257 

197  10,418 

2,579  79,996 

2,943  77,981 

146  4,812 

93  4,540 

1,697  85,799 
1,068   '  23,839 

1,081  13,226 

322  12,138 

2,034  46,724 

2,182  67,371 

286  11,575 

574  30,979 

4,977  52,929 

1,729  74,088. 

644  19,068 

1,828  46,806 

1,502  41,158 

140  4,521 

243  7,689 

406  2,520 

132  3,004- 
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TABLE  7— SUPPLEMENTAL  SECURITY  INCOME  FOR  THE  AGED, 
BLIND,  AND  DISABLED  [Number  of  persons  receiving  federally 
administered  payments,  by  reason  for  eligibility  and  State, 
March  1979]— Continued 

State  Total  Aged        Blind  Disabled 


New  Jersey   84,617  33,452  1,021  50,144 

New  Mexico2     25,717  11,104  441  14,172 

New  York   377,901  147,302  3,970  226,629 

North  Carolina2   143,548  68,300  3,330  71,918 

North  Dakota 2   6,862  3,701  65  3,096 

Ohio   123,832  40,268  2,313  81,251 

Oklahoma2   72,657  39,161  1,064  32,432 

Oregon2   23,016  8,113  536  14,367 

Pennsylvania   170,207  63,345  3,620  103,242 

Rhode  Island   15,506  6,361  184  8,961 

South  Carolina2   84,287  40,934  1,884  41,469 

South  Dakota   8,377  4,240  132  4,005 

Tennessee   133,899  66,807  1,876  65,216 

Texas3   269,678  160,271  4,126  105,281 

Utah3   8,084  2,651  162  5,271 

Vermont   9,083  3,947  120  5,016 

Virginia2   80,461  37,604  1,419  41,438 

Washington   48,541  16,992  546  31,003 

West  Virginia2   42,703  15,802  626  26,275 

Wisconsin.....   68.883  32,987  958  34,938 

Wyoming2   2,023  928  26  1.069 

Unknown   57  17    40 

Other  areas: 
Northern  Mariana 

Islands3   584  364  23  197 


1  Includes  persons  with  Federal  SSI  payments  and/or  federally  administered 
State  supplementation,  unless  otherwise  indicated. 

2  Data  for  Federal  SSI  payments  only.  State  has  State-administered  supplemen- 
tation. 

3  Data  for  Federal  SSI  payments  only;  State  supplementary  payments  not  made. 
Source:  Social  Security  Administration. 
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TABLE  8.-SSI  APPLICATIONS,  BY  CATEGORY,  1974-78 


Blind  and 
disabled  as 
Blind  and  a  percent 

Calendar  year  Total  Aged  disabled  of  total 


1974                 2,296,400  926,900  1,369,500  60 

1975                  1,498,400  377,400  1,121,000  75 

1976                 1,258,100  254,400  1,003,700  80 

1977                  1,298,400  258,500  1,039,900  80 

1978                 1,304,300  257,900  1,046,400  80 


Source:  Data  provided  by  the  Social  Security  Administration. 

TABLE  9.— NUMBER  OF  PERSONS  INITIALLY  AWARDED  SSI 

PAYMENTS  1 


Disability  as 

Total  SSI  percent 
Year  awards  Disabled  of  total 


1974   890,768  387,007  43 

1975   702,147  436,490  62 

1976   542,355  365,822  67 

1977   557,570  362,067  65 

1978   532,447  348,848  66 


1  Federally  administered  payments. 

Source:  Data  provided  by  the  Social  Security  Administration. 

TABLE  10.-SSI  BENEFIT  EXPENDITURES1 


Disability  as 
percent 

Calendar  year  Total         Disability2  of  total 


1974   $5,096,813  $2,556,988  50 

1975   5,716,072  3,072,317  54 

1976   5,900,215  3,345,778  57 

1977   6,134,085  3,628,060  59 

1978   6,371,638  3,381,531  61 


1  Federally  administered  payments. 

2  SSi  program  record-keeping  maintains  individuals  on  the  rolls  as  disabled  after 
they  have  reached  age  65.  In  1978  about  $300,000  was  paid  to  disabled  individuals 
in  this  category. 

Source:  Data  provided  by  the  Social  Security  Ad  ninistration. 

Causes  for  Growth 

As  the  preceding  discussion  shows,  the  experts  have  had  very  great 
difficulty  estimating  how  the  disability  programs  would  develop,  and 
they  have  frequently  been  wrong.  They  have  found  it  equally  difficult 
to  pinpoint  the  reasons  for  growth  in  the  disability  programs,  partic- 
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ularly  in  the  disability  insurance  program.  The  growth  that  took 
place,  primarily  in  the  first  half  of  the  1970's,  would  seem  to  have 
leveled  off.  But  there  is  still  no  consensus  on  exactly  why  it  happened, 
the  weight  to  be  given  to  various  factors,  or  even  on  whether  the 
period  of  rapid  growth  is  over. 

1.  INCREASES  IN  DISABILITY  INCIDENCE  RATES 

The  table  below  shows  standardized  disability  incidence  rates 
under  the  disability  insurance  program  for  the  period  1968-75.  As 
can  be  seen,  the  rates  show  an  almost  steadily  increasing  trend  from 
1968,  although  appearing  to  level  off  in  1973-75. 

TABLE  11.— STANDARDIZED  DISABILITY  INCIDENCE  RATES 
UNDER  Dl,  1968-75 

[Rates  per  1,000  insured] 

(Reprinted  from  "Act-iarial  Analysis  of  Operation  of  Disability  Insurance  System  UnJer 
Social  Security  Program,"  by  Robert  J.  Myers,  appearing  in  a  committee  print  of  the  Subcom- 
mittee on  Social  Security  of  the  House  Ways  and  Means  Committee  on  "Actuarial  Condition 
of  Disability  Insurance,  1978,"  Feb.  1,  1979,  p.  7). 


Percentage 
Standardized  increase 
rate  1  over  1968 


Year: 
1968 
1969 
1970 
1971 
1972 
1973 
1974 
1975 


4.46 
4.29 
4.77 
5.25 
6.00 
7.20 
7.14 
6.85 


-4 
+7 
+  18 
+35 
+61 
+60 
+54 


1  Overall  incidence  rate  based  on  age-sex  distribution  of  persons  insured  for 
disability  benefitsasof  Jan.  1,  1975  (as  shown  intable50,  "Statistical  Supplement, 
Social  Security  Bulletin,"  1975);  and  on  incidence  rates  by  age  and  sex  as  shown 
in  "Actuarial  Study  No.  74"  and  "Actuarial  Study  No.  75,"  Social  Security 
Administration. 

Social  Security  Administration  actuaries  attempted  to  assess  the 
reasons  for  the  increase  in  incidence  rates  in  a  report  published  in  Jan- 
uary 1977,  "Experience  of  Disabled-Worker  Benefits  under  OASDI, 
1965-74."  Their  analysis  points  to  a  variety  of  factors,  including  in- 
creases in  benefit  levels,  high  unemployment  rates,  changes  in  attitude 
of  the  population,  and  administrative  factors.  These  factors,  as  ana- 
lyzed by  the  actuaries,  are  worth  considering  in  some  detail. 

Starting  off  their  discussion,  the  actuaries  observe: 

We  believe  that  part  of  the  recent  increase  in  incidence 
rates  is  due  to  the  rapid  rise  in  benefit  levels  since  1970,  par- 
ticularly when  measured  in  terms  of  pre-disability  earnings. 
From  December  1969  to  December  1975  there  were  general 
benefit  increases  amounting  to  82  percent.  Also,  effective  in 
1973,  medicare  benefits  became  available  to  disabled  worker 
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beneficiaries  who  have  been  entitled  for  at  least  2  years. 
TVe  also  believe  the  short  computation  period  for  the  young 
workers,  the  weighting  of  the  benefit  formula  for  the  low 
income  workers,  and  the  additional  benefits  payable  when 
the  worker  has  dependents  can  provide  especially  attractive 
benefits  to  beneficiaries  in  these  categories.  It  is  possible  under 
the  present  formula  for  these  beneficiaries  to  receive  more  in 
disability  benefits  than  was  included  in  their  take-home  pay 
while  they  were  working.  Benefits  this  high  become  an  incen- 
tive to  file  a  claim  for  disability  benefits,  and  to  pursue  the 
claim  through  the  appellate  procedures,  (p.  5) 

The  actuaries  believe  that  another  factor  in  the  increase  in  incidence 
rates  is  the  high  unemployment  rate  that  the  country  experienced 
after  1970.  They  argue  that  physically  impaired  individuals  are  more 
likely  to  apply  for  benefits  if  they  lose  their  jobs  in  a  recession  than 
during  an  economic  expansion  when  they  can  retain  their  jobs. 

According  to  the  actuaries,  another  factor  influencing  increases  in 
incidence  rates  is  changes  in  attitude.  Elaborating  on  this  theme, 
they  state  that  "It  is  possible  that  the  impaired  lives  of  today  do 
not  feel  the  same  social  pressure  to  remain  productive  as  did  their 
counter  parts  as  recently  as  the  late  1960:s."  The  actuaries  quote  John 
Miller,  a  consulting  actuary  and  expert  in  the  field  of  disability  in- 
surance, who  commented  in  a  report  to  the  House  Social  Security  Sub- 
committee on  the  subjective  nature  of  the  state  of  disability : 

The  underlying  problem  in  providing  and  administering 
any  plan  of  disability  insurance  is  the  extreme  subjectivity 
of  the  state  of  disability.  This  characteristic  could  be  dis- 
cussed at  length  and  illustrated  with  an  almost  endless  array 
of  statistics  but  it  can  best  be  visualized  by  comparing  a 
Helen  Keller  or  a  Kobert  Louis  Stevenson  with  any  typical 
example  of  the  multitude  of  ambulatory  persons  now  drawing 
disability  benefits  who  could  be  gainfully  employed  if  (a)  the 
necessary  motivation  existed,  and  (b)  an  employment  oppor- 
tunity within  their  present  or  potential  capability  were  pres- 
ent or  made  available.  Thus  the  problem  is  not  simply  one 
of  medical  diagnosis.  The  will  to  work,  the  economic  climate 
and  the  "rehabilitation  environment"  outweigh  the  medical 
condition  or  problem  in  many,  if  not  in  most,  cases. 

(Reports  of  Consultants  on  Actuarial  and  Definitional 
Aspects  of  Social  Security  Disability  Insurance,  to  the  Sub- 
committee on  Social  Security  of  the  Committee  on  Ways  and 
Means,  U.S.  House  of  Representatives,  p.  24.) 

The  authors  were  unwilling  to  attribute  the  increase  in  disability 
incidence  rates  to  these  factors  to  any  specific  degree,  and  observed 
only  that  they  were  responsible  for  "a  large  part"  of  the  increases. 
Beyond  that  they  state:  "TTe  feel  that  some  administrative  factors 
must  have  also  played  an  important  part  in  the  recent  increases,  but 
we  cannot  offer  a  definite  proof  to  that  effect." 

One  administrative  factor  mentioned  is  the  multi-step  appeals  proc- 
ess, which  enables  the  claimant  to  pursue  his  case  to  what  the  actuaries 
term  as  the  "weak  link"  in  the  hierarchy  of  disability  determination. 
Under  the  multi-step  appeals  process,  a  claimant  who  has  been  denied 
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benefits  may  request  first  a  reconsideration,  then  a  hearing  before 
an  Administrative  Law  Judge,  appeal  his  hearing  denial  to  the  Ap- 
peals Council,  and,  if  his  case  is  still  denied,  take  his  claim  to  the  U.S. 
district  court.  The  actuaries  claim  that  by  the  very  nature  of  the  claims 
process,  the  cases  which  progress  through  the  appeals  process  are  likely 
to  be  borderline  cases  where  vocational  factors  play  an  important  role 
in  the  determination  of  disability.  The  definition  of  disability — "in- 
ability to  engage  in  any  substantial  gainful  activity  by  reason  of  a 
medically  determinable  impairment" — involves  two  variables:  (1) 
impairment  and  (2)  vocational  factors.  An  emphasis  on  vocational  fac- 
tors, they  say,  citing  William  Roemmich,  former  Chief  Medical  Di- 
rector of  the  Bureau  of  Disability  Insurance,  can  change  the  definition 
to  "inability  to  engage  in  usual  work  by  reason  of  age,  education,  and 
work  experience  providing  any  impairment  is  present."  To  the  extent 
that  vocational  factors  are  given  higher  weight  as  a  claim  progresses 
through  the  appeals  process,  the  chances  of  reversal  of  a  former  denial 
is  increased. 

The  actuaries  also  cite  the  "massive  nature"  of  the  disability  deter- 
mination process  as  one  of  the  administrative  factors  which  may  be 
responsible  for  the  growth  in  rolls.  There  has  been  an  enormous  in- 
crease in  the  number  of  claims  required  to  be  processed  by  the  system. 
In  fiscal  year  1969,  the  Social  Security  Administration  took  in  over 
700,000  claims  for  disability  insurance  benefits.  By  1974  the  number  of 
DI  claims  per  year  had  grown  to  1.2  million.  In  addition,  over  500,000 
disability  claims  under  the  black  lung  program,  which  started  during 
1970,  had  been  taken  in.  And  the  number  of  SSI  disability  claims  being 
taken  in  approached  another  million.  As  the  actuaries  point  out,  all 
this  was  happening  at  a  time  when  the  administration  was  making  a 
determined  effort  to  hold  down  administrative  costs. 

During  this  period  it  would  appear  that  there  was  an  inevitable  con- 
flict within  the  administrative  process  between  quality  and  quantity. 
The  winner,  it  would  appear,  was  quantity.  The  actuaries  state : 

All  of  this  put  tremendous  pressure  on  the  disability  ad- 
judicators to  move  claims  quickly.  As  a  result  the  administra- 
tion reduced  their  review  procedures  to  a  small  sample, 
limited  the  continuing  disability  investigations  on  cases  which 
were  judged  less  likely  to  be  terminated,  and  adopted  certain 
expedients  in  the  development  and  documentation  in  the 
claims  process.  Although  all  of  these  moves  may  have  been 
necessary  in  order  to  avoid  an  undulv  large  backlog  of  dis- 
ability claims,  it  is  our  opinion  that  they  had  an  unfortunate 
effect  on  the  cost  of  the  program  (p.  8) . 

A  final  factor  .qfiven  for  the  increase  in  the  incidence  rates  is  "the 
difficulty  of  maintaining  a  proper  balance  between  sympathy  for  the 
claimant  and  rpspect  for  the  trust  funds  in  a  lanre  public' system." 
The  actuaries  maintain  that  they  do  not  mean  that  disability  ad- 
judicators consciously  circumvent  the  law  in  order  to  benefit  an 
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unfortunate  claimant.  They  mean  rather  that  in  a  program  designed 
specifically  to  help  people,  whose  operations  are  an  open  concern  to 
millions  of  individuals,  and  where  any  one  decision  has  an  insignificant 
effect  on  the  overall  cost  of  the  program,  there  is  a  natural  tendency 
to  find  in  favor  of  the  claimant  in  close  decisions.  "This  tendency 
is  likely  to  result  in  a  small  amount  of  growth  in  disability  incidence 
rates  each  year,  such  as  that  experienced  under  the  DI  program 
prior  to  1970,  but  it  can  become  highly  significant  during  long  periods 
of  difficult  national  economic  conditions."  (p.  8.) 

Although  the  above  discussion  of  the  factors  in  increased  incidence 
rates  was  aimed  specifically  at  the  disability  insurance  program, 
it  would  seem  to  be  applicable  also  to  the  SSI  program.  The  same 
definition  and  the  same  administrative  procedures  are  used  in  both 
programs.  And  it  is  logical  to  assume  that  the  economic,  human, 
and  administrative  factors  which  affect  growth  would  be  present  in 
both  programs. 

Decrease  in  Terminations 

At  the  same  time  that  there  have  been  increases  in  disability  in- 
cidence rates,  there  have  also  been  decreases  in  disability  termination 
rates.  As  the  table  below  shows,  death  termination  rates  have  decreased 
gradually  over  the  years  from  about  80  per  thousand  in  1968  to  about 
50  per  thousand  in  1977. 

TABLE   12.— DISABILITY  TERMINATION   RATES  UNDER  DI, 

1968-77 

(Reprinted  from  "Actuarial  Analysis  of  Operation  of  Disability  Insurance  System  Under 
Social  Security  Program,"  by  Robert  J.  Myers,  cited  earlier,  (p.  7)). 


Number  of  terminations 

(thousands)  Termination  rates  1 

Death        Recovery  Death  Recovery 


Year: 

1968   99.9          37.7  79  30 

1969   108.8          38.1  80  28 

1970   105.8          40.8  72  28 

1971   109.9          43.0  69  27 

1972   108.7          39.4  62  22 

1973   125.6          36.7  65  19 

1974   135.1  2  38.0  63  18 

1975   139.8  2  39.0  59  16 

1976   137.1  2  40.0  53  15 

1977   139.4  2  60.0  50  22 


1  Rate  per  1,000  average  beneficiaries  on  the  roll. 

2  Estimated. 

The  actuarial  study  referred  to  earlier  cites  several  reasons  for  the 
decline  in  the  death  termination  rate:  legislative  changes  which 
brought  in  younger  workers,  maturation  of  the  program,  the  liberalized 
definition  of  disability  in  the  1965  amendments  from  permanent 
disability  to  one  that  is  expected  to  last  at  least  12  months,  and 


32 


improved  medical  procedures  that  have  also  contributed  to  the  de- 
cline in  death  rates  in  the  general  population. 

However,  the  actuaries  state  that  although  all  of  these  reasons 
contributed  to  the  decline,  "it  is  doubtful  that  they  can  fully  account 
for  the  rather  rapid  decrease  that  has  been  observed."  Rather,  they 
say,  they  believe  that  healthier  applicants  are  being  awarded  disability 
benefits  and  consequently  there  is  a  tendency  for  the  overall  mortality 
rates  to  decline : 

The  magnitude  of  the  increase  in  the  incidence  rates  is  so 
substantial,  that  it  is  likely  to  have  had  a  significant  effect  on 
the  characteristics  of  applicants  that  are  being  awarded  dis- 
ability benefits.  It  is  our  belief  that  progressively  healthier 
individuals  have  been  granted  benefits,  and  that  progressively 
healthier  individuals  have  been  allowed  to  stay  on  the  rolls 
(p.  12). 

Examining  the  other  significant  factor  in  termination  rates,  recovery 
rates,  the  actuaries  come  to  essentially  the  same  conclusion: 

The  rapid  decrease  in  the  gross  recovery  rate  since  1967 
cannot  be  explained  in  terms  of  legislated  changes  since  there 
have  not  been  any  major  changes  in  the  law  since  then.  As 
with  the  decline  in  the  gross  death  rate,  and  probably  even 
more  so,  it  is  believed  that  progressively  healthier  benefi- 
ciaries are  being  allower  to  continue  receiving  benefits  with- 
out being  terminated  (p.  12) . 

The  actuaries  also  cite  administrative  changes  as  a  possible  reason 
for  a  decline  in  recoveries  due  to  a  determination  of  improvements 
in  the  beneficiary's  physical  condition.  Pinpointing  "administrative 
expediency,"  they  note  that  the  high  workload  pressures  of  past 
years  forced  SSA  to  curtail  some  of  its  policing  activities.  The  Social 
Security  Administration  made  continuing  disability  investigations 
of  about  10  percent  of  the  DI  beneficiaries  on  the  rolls  in  years  prior 
to  1970.  During  fiscal  years  1971  to  1974,  when  the  administrative 
crunch  of  the  black  lung  and  SSI  programs  were  at  their  peak,  there 
was  an  investigation  of  just  over  4  percent  of  the  DI  beneficiaries  in  a 
year. 

A  final  factor  which  is  mentioned  in  the  actuaries  analysis  is  high 
benefit  levels,  or  high  replacement  ratios.  Defining  the  replacement 
ratio  as  the  annual  amount  of  benefits  received  by  the  disabled  worker 
and  his  dependents  divided  by  his  after  tax  earnings  in  the  year  before 
onset  of  disability,  the  actuaries  claim  that  the  average  replacement 
ratio  of  disabled  workers  with  median  earnings  has  increased  from 
about  60  percent  in  1967  to  over  90  percent  in  1976.  During  this  period 
the  gross  recoverv  rate  decreased  to  only  one-half  of  what  it  was  in 
1967. 

More  recently,  the  Social  Security  Administration  actuaries  com- 
mented on  how  replacement  ratios  affect  the  recovery  rate  by  noting : 

High  benefits  are  a  formidable  incentive  to  maintain  bene- 
ficiary status  especially  when  the  value  of  medicare  and  other 
benefits  are  considered.  We  believe  that  the  incentive  to  re- 
turn to  permanent  self-supporting  work  provided  by  the  trial 
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work  period  provision  has  been  largely  negated  by  the  pros- 
pect of  losing  the  high  benefits.  ("Experience  of  Disabled 
Workers  Benefits  Under  OASDI.  1972-76,"  actuarial  study 
No.  75,  June  1978.) 

A  study  of  disabled  workers  who  were  awarded  benefits  in  1972 
which  appeared  in  the  April  1979  issue  of  the  Social  Security  Bulletin 
found  that,  among  certain  workers  with  conditions  most  subject  to 
medical  improvements,  those  with  high  replacement  rates  were  less 
likely  to  leave  the  rolls.  More  specifically,  the  study  found  that  among 
younger  workers,  a  relationship  of  benefits  to  recovery  according  to 
earnings-replacement  level  was  apparent.  Twenty  percent  of  those 
under  age  10  with  higher  replacement  rates  recovered  from  their 
disabilities.  This  percentage  increased  to  32  when  the  replacement 
rate  was  less  than  75  percent.  A  similar  effect  was  found  for  those  with 
dependent  children  and  for  those  with  injuries  such  as  fractures  and 
disc  displacements. 

Cureext  Status  of  the  Programs 

Recent  statistics  seem  to  indicate  that  the  social  security  disability 
programs  are  leveling  off.  Title  II  disabled  worker  applications  have 
been  decreasing  on  an  annual  basis  since  1971.  SSI  disability  applica- 
tions have  been  increasing,  but  at  a  rate  significantly  lower  than  in 
earlier  years.  As  mentioned  earlier,  for  the  first  5  months  of  1979  the 
number  of  title  II  disabled  worker  applications  was  virtually  the  same 
as  for  the  same  period  in  the  previous  year.  SSI  disability  applications 
were  up  by  7.5  percent  in  that  same  period  of  time. 

Application  statistics,  however,  are  perhaps  not  as  significant  as 
other  program  statistics — those  telling  how  many  are  coming  on  the 
rolls  and  those  telling  how  many  are  going  off.  Between  1975  and  1978 
the  number  of  benefits  awarded  to  disabled  workers  dropped  from 
592,049  in  1975  to  457,451  in  1978.  a  23  percent  decrease.  In  the  first 
5  months  of  1979  this  trend  continued,  with  awards  in  that  period 
about  13  percent  lower  than  for  the  same  5-month  period  in  1978. 
SSI  awards  to  the  disabled  have  also  been  declining,  from  a  high  of 
436,490  in  1975.  to  348,848  in  1978,  a  decline  of  about  20  percent. 
Statistics  show  that  this  trend  is  continuing  into  1979.  SSI  awards  on 
the  basis  of  disability  for  the  first  5  months  of  1979  were  about  7  per- 
cent below  those  of  the  previous  year. 

Program  statistics  also  show  a  considerable  increase  in  State  agency 
denial  rates.  In  fiscal  year  1973,  47  percent  of  all  State  agency  initial 
decisions  relating  to  title  II  disabled  workers  were  denials.  The  denial 
rate  in  1978  was  60  percent.  State  agency  initial  decisions  on  SSI 
applications  resulted  in  a  denial  rate  of  about  58  percent  in  1977. 
increasing  to  64  percent  in  1978.  For  the  last  quarter  in  1978  the  denial 
rate  reached  nearly  67  percent. 
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In  addition,  available  statistics  show  that  the  number  of  cessations 
as  opposed  to  continuances  in  determinations  of  continuing  disability 
for  disabled  workers  have  greatly  increased  as  follows : 

TABLE  13.-TITLE  II  DISABLED  WORKERS,  CESSATIONS  AND 
CONTINUATIONS,  1975-78 


Total  cases 

Cessations  Continuations  (continua- 

Calendar   tions  and 

year  Number      Percent      Number       Percent  cessations) 


1975   37,200  31.2  82,000  68.8  119,200 

1976   37,600  33.5  74,700  66.5  112,300 

1977   58,200  46.0  68,400  54.0  126,600 

1978   61,400  50.8  59,400  49.2  120,800 


Experts  in  the  field  of  disability  are  reluctant  to  draw  many  con- 
clusions from  these  statistics.  There  is  a  feeling  of  unease  about  their 
significance,  particularly  over  the  long  term.  The  1979  trustees' 
report  shows  an  improved  forecast  for  the  DI  trust  fund  over  the  one 
made  last  year.  This  is  caused  by  projections  of  lower  rates  of  enroll- 
ment than  were  made  previously  and  were  based  on  the  actual  slow- 
down in  new  awards  since  the  last  quarter  of  1977  (although  enrollment 
is  still  projected  to  rise  in  the  future  under  all  three  sets  of  economic 
assumptions  in  the  report — optimistic,  intermediate,  and  pessimistic). 
The  trustees  add  their  own  note  of  caution,  however,  observing  that 
"this  reduction  in  the  incidence  of  disability  was  not  anticipated  and 
its  causes  are  not  very  clear,  so  it  is  uncertain  whether  the  trend  will 
continue  in  the  future." 

Problems  Addressed  by  the  Committee  Bill 

The  disability  programs  administered  by  the  Social  Security  Ad- 
ministration have  been  the  subject  of  intensive  study  and  review  in 
recent  years.  The  Congress  and  the  Administration  have  both  par- 
ticipated in  this  process.  In  summary,  problems  which  have  been  iden- 
tified include  unpredicted  and  extraordinary  growth  in  costs  and  case- 
loads, disincentives  for  beneficiaries  to  return  to  work,  and  inadequate 
and  sometimes  inequitable  administrative  procedures. 

The  committee  bill  has  as  its  primary  purpose  the  strengthening  of 
the  integrity  of  the  disability  programs  by  placing  a  limit  on  disability 
insurance  benefits  in  those  cases  where  benefits  tend  to  exceed  the  net 
predisability  earnings  on  which  the  benefits  are  based ;  providing  posi- 
tive incentives,  as  well  as  removing  disincentives,  for  SSI  and  DI  bene- 
ficiaries to  return  to  work;  and  improving  accountability  and  uni- 
formity in  the  administration  of  the  programs. 

The  provisions  designed  to  accomplish  this  purpose  are  described  in 
detail  below. 
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B.  Provisions  Relating  to  Disability  Benefits  Under 
OASDI  Program 

LIMIT  OX  FAMILY  DISABILITY  INSURANCE  BENEFITS 

(Section  101  of  the  Bill) 

Present  law. — The  social  security  disability  insurance  program  de- 
termines the  amount  of  benefits  payable  based  on  an  individual's  previ- 
ous earnings.  The  formula  for  determining  disability  benefits  is  the 
same  as  for  retirement  benefits.  The  benefit  level  is  arrived  at  by  ap- 
plying a  formula  to  the  average  earnings  the  individual  had  over  the 
course  of  a  period  of  years  which  approximates  the  number  of  years 
in  which  he  could  reasonably  have  been  expected  to  be  in  the  work 
force.  For  a  retired  worker,  this  period  is  equal  to  the  number  of  years 
between  the  ages  of  21  and  62.  For  a  disabled  worker,  the  number 
of  years  of  earnings  to  be  averaged  ends  with  the  year  before  he  became 
disabled.  In  either  case,  the  resulting  averaging  period  is  reduced  by  5. 

The  basic  benefit  amount  may  be  increased  if  the  worker  has  a  de- 
pendent spouse  or  children.  Benefits  for  the  spouse  are  payable  if  the 
spouse  is  over  age  62  or  if  the  spouse  is  caring  for  minor  or  disabled 
children.  Benefits  for  children  are  payable  if  they  are  under  age  18 
or  are  disabled  (as  a  result  of  a  disability  which  existed  in  childhood) 
or  if  they  are  full-time  students  over  age  18  but  under  age  22.  The 
combined  benefit  for  the  worker  and  all  dependents  is  limited  by  a 
family  maximum  provision  to  no  more  than  150  to  188  percent  of  the 
worker's  benefit  alone. 

The  benefits  payable  to  disabled  workers  cover  a  broad  range 
from  a  minimum  of  $122  monthly  to  a  maximum  (for  a  worker  who 
became  disabled  in  1978)  of  about  $730.  The  average  benefit  for  all 
disabled  workers  in  June  1979  was  $320  per  month.  The  average  total 
family  payment  for  disabled  workers  with  dependents  was  $639  per 
month. 

The  benefit  amounts  payable  under  the  social  security  disability  in- 
surance program  have  increased  very  greatly  over  the  past  decade.  In 
part,  these  increases  simply  reflect  the  percentage  increases  in  social 
security  benefit  levels  resulting  from  legislation  and  from  the  auto- 
matic cost-of-living  increase  provisions  instituted  by  the  1972  amend- 
ments. Wage  growth  in  the  economy  also  contributes  to  increased  bene- 
fits since  social  security  benefit  amounts  are  determined  by  applying 
the  benefit  formula  to  an  individual's  average  wages  under  social 
security.  The  impact  of  wage  growth  over  the  past  several  years  has 
tended  to  be  reflected  in  disability  benefit  increnses  more  than  in  re- 
tirement benefit  increases.  The  rate  of  growth  in  disability  benefits  as 
compared  to  retirement  benefits  is  shown  in  the  table  below. 
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TABLE  14— INCREASES  IN  BENEFITS  AWARDED  TO  RETIRED 
AND  DISABLED  WORKERS,  1969  TO  1978 


Retirement  awards  Disability  awards 


Percentage  Percentage 


Over 

Over 

Average 

Over 

prior 

Average 

Over 

prior 

Year 

amount 

1969 

year 

amount 

1969 

year 

1  QfiQ 

$1  1  R 

1970 

124 

17 

17 

140 

19 

19 

1971 

138 

30 

11 

157 

33 

12 

1972  1 

169 

59 

22 

193 

64 

23 

1973 

170 

60 

1 

197 

67 

2 

1974  2 

192 

81 

13 

217 

84 

10 

1975  2 

214 

102 

11 

243 

106 

12 

1976  2 

234 

121 

9 

271 

130 

12 

1977  2 

255 

141 

9 

295 

150 

9 

1978 2  

278 

162 

9 

328 

178 

11 

1  September-December  average. 

2  June-December  average. 

Source:  Social  Security  Bulletin. 

The  average  disability  award  has  increased  from  $118  to  $328  over 
the  10-year  period  1969-78.  This  is  a  178-percent  increase.  During 
the  same  period  of  time,  the  cost  of  living  (as  measured  by  the  Con- 
sumer Price  Index)  rose  by  about  80  percent.  A  part  of  this  rapid 
growth  in  disability  benefit  levels  is  attributable  to  the  over-indexing 
aspects  of  the  automatic  increase  provisions  enacted  in  1972.  Under  the 
revised  benefit  formula  adopted  in  the  1977  Amendments,  initial  bene- 
fit levels  will  continue  to  increase  at  a  rate  in  excess  of  the  inflation  rate 
but  to  a  lesser  extent  than  under  the  prior  law. 

One  of  the  reasons  which  has  been  advanced  to  explain  the  rapid 
growth  in  the  disability  program  in  recent  years  is  that  the  increased 
benefit  levels  have  made  it  more  likely  that  any  given  individual  will 
become  and  remain  a  beneficiary.  When  benefit  levels  were  very  low, 
an  individual  with  a  disability  might  find  it  economically  advantageous 
to  continue  working  even  though  his  impairment  limited  his  earnings 
to  quite  low  levels.  Similarly,  an  individual  who  became  a  recipient  had 
a  potential  for  significantly  increasing  his  family  income  by  partici- 
pating in  a  program  of  rehabilitation.  The  higher  benefit  levels  now 
prevailing  in  the  program  substantially  reduce  the  extent  to  which  a 
disabled  person  would  find  it  advantageous  to  remain  in  or  return  to 
employment. 
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While  it  is  possible  to  draw  a  general  conclusion  that  increased  bene- 
fit levels  appear  to  have  contributed  to  the  rapid  growth  of  the  pro- 
gram which  occurred  in  the  early  and  mid-1970's,  there  is  no  simple 
rule  of  thumb  for  determining  the  optimum  benefit  level  which  bal- 
ances the  desire  for  reasonable  adequacy  against  the  desire  to  maintain 
a  reasonable  incentive  for  continued  employment  or  rehabilitation. 
Clearly,  this  line  falls  somewhere  below  a  level  of  100  percent  of  prior 
earnings,  since  disability  benefits  are  tax  free  and  are  also  free  of  vari- 
ous other  costs  an  individual  won  Id  probably  incur  in  working.  The 
availability  of  medicare  for  those  who  have  been  on  the  disability  rolls 
for  at  least  two  years  is  also  a  factor.  Considerable  analysis  has  been 
conducted  of  the  relationship  between  the  initial  benefit  level  and  prior 
earnings.  This  analysis  has  shown  that  there  are  numerous  instances 
where  disability  insurance  benefits  come  close  to  or  even  exceed  the 
worker's  prior  earnings. 

In  transmitting  the  Administration's  proposed  changes  to  the  DI 
program  in  March  of  this  year,  the  Secretary  of  HEW  pointed  out 
that  6  percent  of  DI  beneficiaries  receive  more  through  their  DI 
benefits  alone  than  their  net  earnings  while  working,  and  that  16  per- 
cent have  benefits  which  exceed  80  percent  of  their  prior  net  earnings. 
The  Secretary's  analysis  was  based  on  comparisons  of  benefit  awards 
to  the  workers'  highest  5  years  of  indexed  earnings.  Using  the  high-five 
years  of  indexed  earnings  may  tend  to  understate  the  prevalence  of 
high  replacement  rates. 

The  following  table,  provided  by  the  Social  Security  Administra- 
tion's actuaries,  which  is  based  on  a  sample  of  approximately  10,000 
DI  awards  made  in  1976,  shows  the  replacement  rates  resulting  from 
those  awards  under  two  illustrative  approaches  of  measuring  replace- 
ment rates.  The  first  approach  encompasses  the  period  of  earnings  used 
to  compute  average  indexed  monthly  earnings  (AIME)  as  the  base  to 
which  benefits  are  compared.  The  second  approach  uses  the  highest  5 
years  of  indexed  earnings  during  the  10-year  period  immediately  pre- 
ceding the  onset  of  the  disabling  condition.  These  replacement  rates 
represent  the  percent  of  gross  earnings  which  the  DI  benefits  replace. 
Replacement  rates  would  be  even  higher  when  "net  earnings"  are 
considered. 
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TABLE  15.-DI  REPLACEMENT  RATES  COMPUTED  FROM  2 
DIFFERENT  MEASURES  OF  DR  DISABILITY  EARNINGS 


Replacement  rates  2 
(1979  PIA)  levels 


Awards  at  each  level  of  earnings  replacement 


Using  AIME 


Number 
of  cases 


Percent 
of  total 


Using  high  5  yr  of 
indexed  earnings 
in  last  10 


Number 
of  cases 


Percent 
of  total 


Under  30  percent   0 

30  to  39  percent   79 

40 to 49  percent.....   3,669 

50  to  59  percent   1,456 

60  to  69  percent   947 

70  to  79  percent   1,215 

80  to  89  percent   1,477 

90  to  99  percent   181 

100  percent  and  over   561 

Total  sample   9,585 

Average  replace- 
ment rate  (per- 
cent)  58 


0 
1 

38 

15 
10 
13 

15 
2 
6 


268 
2,930 
2,168 

1,184 
1,353 
771 

526 
148 
237 


100  9,585 


3 
31 
23 

12 
14 
8 

5 
2 
2 


100 


49 


1  These  awards  include  both  individual  and  family  benefits  where  applicable. 
The  actual  awards  were  made  before  a  "decoupled"  system  was  put  into  effect. 
However,  the  awards  were  recomputed  for  sample  purposes  as  if  a  decoupled 
system  existed  to  give  some  sense  of  the  longer-range  direction  of  Dl  replacement 
rates. 

2  Represents  replacement  of  gross  earnings. 

Both  approaches  to  measuring  replacement — i.e.,  either  long  or  re- 
cent periods  of  a  worker's  earnings  history — show  that  there  are  a 
substantial  number  of  DI  awards  which  by  themselves  result  in  re- 
placement rates  in  excess  of  predisability  earnings.  Using  80  percent  of 
gross  predisability  earnings  as  an  approximation  of  predisability  dis- 
posable earnings,  about  23  percent  of  the  awards  in  the  sample  were 
above  that  level  using  AIME  as  the  base  period  for  measurement,  and 
approximately  10  percent  of  the  awards  in  the  sample  were  above  that 
level  using  the  high  5  years  of  indexed  earnings  during  the  10-year 
period  prior  to  the  onset  of  disability  as  the  base  period  for  measure- 
ment. Approximately  two-thirds  of  these  cases  involved  the  payment 
of  dependents  benefits  in  addition  to  those  of  the  worker. 

Actuarial  studies  in  both  the  public  and  private  sector  have  indi- 
cated that  high  replacement  rates  may  constitute  an  incentive  for  im- 
paired workers  to  attempt  to  join  the  benefit  rolls,  and  a  disincentive 
for  disabled  beneficiaries  to  attempt  rehabilitation  or  return  to  the 
work  force.  An  analysis  by  the  social  security  actuaries  has  indicated : 
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The  average  replacement  ratio  of  newly  entitled  disabled 
workers  with  median  earnings  and  who  have  qualifying  de- 
pendents increased  from  about  60  percent  in  1967  to  over  90 
percent  in  1976,  an  increase  of  about  50  percent.  During  this 
time  the  gross  recovery  rate  decreased  to  only  one-half  of  what 
it  was  in  1967.  High  benefits  are  a  formidable  incentive  to 
maintain  beneficiary  status  especially  when  the  value  of 
medicare  and  other  benefits  are  considered.  We  believe  that 
the  incentive  to  return  to  permanent  self-supporting  work 
provided  by  the  trial  work  period  provision  has  been  largely 
negated  by  the  prospect  of  losing  the  high  benefits. 

("Experience  of  Disabled  Workers  Benefits  Under  OASDI,  1972- 
1976,"  actuarial  study  No.  75,  June  1978.) 

An  actuarial  consultant's  report  to  the  Committee  on  Ways  and 
Means  also  concludes : 

*  *  *  disability  income  dollars  are,  in  general,  much  more 
valuable  and  have  much  more  purchasing  power  than  earned 
dollars.  The  DI  benefits  are  fully  tax  exempt,  as  are  insured 
benefits  except  for  employer  provided  benefits  in  excess  of 
$100  per  week.  For  a  worker  with  a  spouse  and  a  child,  paying 
an  average  State  income  tax,  50  percent  of  salary  in  the  form 
of  disability  benefits  may  well  equal  65  percent  or  more  of 
gross  earnings  after  tax.  In  addition,  the  disabled  individual 
is  relieved  of  many  expenses  incidental  to  employment  such  as 
travel,  lunches,  special  clothing,  union  or  professional  dues, 
and  the  like. 

It  is  a  cause  for  deep  concern  that  gross  ratios  of  0.600  or 
more  apply  to  all  young  childless  workers  at  median  or  lower 
salaries  and  to  nearly  all  workers  with  a  spouse  and  minor 
child  for  earnings  up  to  the  earnings  base.  In  other  words,  all 
workers  entitled  to  maximum  family  benefits  are  overinsured 
except  older  workers  whose  earnings  approach  the  earnings 
base,  middle-aged  workers  who  earn  not  more  than  the  earn- 
ings base,  and  young  workers  except  those  earning  substan- 
tially more  than  the  earnings  base. 

Although  these  excessive  replacement  ratios  have  not  been 
in  effect  long  enough  to  have  been  fully  reflected  in  the  dis- 
ability experience,  overly  liberal  benefits  may  have  played 
some  part  in  the  47  percent  increase,  between  1968  and  1974, 
in  the  average  rate  of  becoming  disabled.  Other  than  the 
indexing  provisions,  statutory  changes  during  this  period 
could  have  had  no  great  effect.  There  is  no  evidence  that 
the  health  of  the  nation  has  deteriorated.  Eising  unemploy- 
ment has  clearly  been  a  factor,  but  the  increasing  attractive- 
ness of  the  benefits  must  also  be  an  important  influence. 

(U.S.  Congress,  House,  Subcommittee  on  Social  Security  of  the 
Committee  on  Ways  and  Means,  Report  of  Consultants  on  Actuarial 
and  Definitional  Aspects  of  Social  Security  Disability  Insurance,  94th 
Congress,  2d  Session,  1976.) 

Testimony  heard  by  the  Finance  Committee  from  a  private  actuary 
on  behalf  of  a  number  of  insurance  companies  includes  similar  observa- 
tions. This  actuary  states  the  following  about  private  disability  insur- 
ance experience : 
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*  *  *  claim  costs  increase  dramatically  when  replacement 
ratios  exceed  70  percent  of  gross  earnings,  and  are  unsatisfac- 
tory when  replacement  ratios  exceed  60  percent  of  gross  earn- 
ings .  .  .  Expected  claims  is  the  level  of  claim  costs  that  is 
assumed  in  determining  premiums,  so  a  ratio  of  100  percent 
would  be  what  a  company  would  expect  to  achieve  when  it  sets 
rates  .  .  .  large  exposures  show  claims  at  87  percent  of  ex- 
pected when  the  replacement  ratio  was  50  percent,  93  percent 
of  expected  when  the  replacement  ratio  was  50  percent  to  60 
percent,  106  percent  when  the  replacement  ratio  was  between 
60  percent  and  70  percent,  and  a  jump  in  the  ratio  of  actual  to 
expected  claims  of  219  percent — more  than  double  what  the 
premium  allowed — when  the  replacement  ratio  exceeded  70 
percent  of  gross  earnings. 

(U.S.  Congress,  Senate,  Committee  on  Finance,  testimony  of  Gerald 
S.  Parker  on  H.R.  3236,  Social  Security  Disability  Legislation,  Octo- 
ber 10,  1979.) 

Analysis  by  the  Congressional  Budget  Office  further  indicates  that 
it  is  not  correct  to  assume  that  a  typical  disabled  worker  family  is  de- 
pendent entirely  or  almost  entirely  on  social  security  benefits.  Disabled 
workers  in  families  with  children  derive  on  average  only  about  40  per- 
cent of  their  total  cash  income  from  social  security  benefits.  The  anal- 
ysis indicates  that  very  few  worker  families  have  more  than  a  10 
percent  reduction  in  disposable  income  as  a  result  of  disability. 

In  summary,  this  analysis  shows  that  the  combined  impact  of  high 
social  security  disability  insurance  replacement  rates  and  substantial 
other  sources  of  family  income  is  to  insulate  disabled  worker  families, 
as  a  group,  from  any  major  reduction  in  income  as  a  result  of  their 
disability. 

Committee  hill. — The  committee  is  concerned  about  the  impact  these 
high  benefit  levels  and  replacement  rates  have  had  on  the  growth  of  the 
program,  in  that  they  may  have  caused  both  incentives  for  impaired 
workers  to  stop  working  and  apply  for  benefits,  and  disincentives  for 
DI  beneficiaries  to  leave  the  benefit  rolls.  The  Committee  further  is  con- 
cerned about  the  inappropriateness  of  having  situations  where  benefits 
exceed  predisability  earnings  in  a  program  intended  primarily  to 
replace  lost  earnings. 

The  Committee  bill  would  address  these  concerns  through  a  provi- 
sion which  limits  total  DI  family  benefits  to  an  amount  equal  to  the 
smaller  of  85  percent  of  the  worker's  AIME  or  160  percent  of  the 
worker's  PIA.  Under  the  provision  no  family  benefit  would  be  reduced 
below  100  percent  of  the  worker's  primary  benefit.  The  limitation 
would  be  effective  only  with  respect  to  individuals  becoming  entitled 
to  benefits  on  or  after  January  1, 1980,  based  on  disabilities  that  began 
after  calendar  year  1978.  The  limitation  would  not  apply  to  individ- 
uals who  join  the  benefit  roll  after  the  effective  date  of  the  provision 
who  were  on  the  rolls  (or  had  a  period  of  disability)  at  another  time 
prior  to  calendar  year  1980.  This  will  preclude  the  new  limit  on  family 
benefits  from  applying  to  anyone  who  was  on  the  roll  in  the  past.  Ap- 
proximately 120,000  family  units,  encompassing  355,000  beneficiaries, 
will  be  affected  by  the  limitation  in  the  first  full  year  after  enactment. 

The  Secretary  would  be  required  to  report  to  the  Congress  by  Jan- 
uary 1,  1985  on  the  effect  of  the  limitation  on  benefits  and  of  other 
provisions  of  the  bill. 


41 


The  committee  further  is  concerned  about  situations  where  the  pay- 
ment of  disability  benefits  to  an  individual  from  a  number  of  public 
disability  pension  or  like  systems  results  in  aggregate  benefits  which 
exceed  the  individual's  predisability  earnings.  While  coordination 
exists  between  the  DI  program  and  State  worker's  compensation  pro- 
grams for  the  purpose  of  keeping  the  two  forms  of  disability  benefits 
at  an  aggregate  level  no  higher  than  the  worker's  net  predisability 
earnings,  there  are  numerous  other  Federal  and  State  programs  pro- 
viding disability  benefits  or  compensation  which  are  not  coordinated  at 
all  with  the  DI  program.  The  General  Accounting  Office  has  already 
undertaken  a  study  of  the  relationship  between  social  security  and 
workers'  compensation  under  the  existing  provision.  The  Commit- 
tee requests  the  General  Accounting  Office  to  also  study  the  prevalence 
of  multiple  receipt  of  disability  benefits  from  DI  and  other  programs 
(in  addition  to  worker's  compensation),  as  well  as  various  approaches 
to  better  coordinate  the  overall  benefits  provided  to  an  individual  for 
the  purpose  of  precluding  them  from  exceeding  the  worker's  predisa- 
bility earnings.  This  report  and  the  recommendations  of  the  General 
Accounting  Office  will  be  the  subject  of  hearings  which  the  committee 
intends  shall  be  held  next  year  by  its  subcommittee  on  social  security. 

REDUCTION   IX   DROPOUT  YEARS 

(Section  102  of  the  Bill) 

Present  lata  .--Under  present  law,  workers  of  all  ages  are  allowed  to 
exclude  5  years  of  low  earnings  in  averaging  their  earnings  for  benefit 
purposes. 

Although  the  same  general  rules  apply  to  determining  benefits  for 
disabled  individuals  and  their  dependents  as  to  determining  benefits 
for  retired  workers  and  their  dependents,  the  application  of  these  rules 
leads  to  somewhat  different  results.  In  general,  benefit  levels  are  apt 
to  be  higher  for  disabled  workers  because  of  the  smaller  number  of 
years  over  which  earnings  must  be  averaged.  This  is  particularly  true 
for  younger  disabled  workers  for  whom  as  few  as  two  years  may  be 
used  in  determining  the  average  earnings  to  which  the  benefit  formula 
will  be  applied.  For  example,  in  the  case  of  a  worker  who  is  disabled 
at  age  29,  the  number  of  years  used  to  determine  his  benefit  is  equal 
to  the  7  years  between  the  year  in  which  he  reached  age  21  and  the 
year  in  which  he  became  disabled  less  the  5  drop-out  years.  His  benefit 
is  based  on  his  earnings  in  those  two  years  in  which  he  had  his  highest 
earnings.  For  a  worker  age  50  or  over  this  exclusion  represents  only  18 
percent  of  his  or  her  earnings  history  (5  years  out  of  28) .  It  represents, 
however,  a  71  percent  exclusion  for  a  29-year-old  (5  years  out  of  7). 

Because  earnings  levels  in  the  economy  tend  to  increase  from  year 
to  year,  the  advantage  to  the  younger  disabled  worker  of  having  his 
earnings  averaged  over  a  very  few  high  years  is  magnified  since  the 
older  worker  is  forced  to  include  years  when  earnings  levels  were  lower. 
Prior  to  the  1977  amendments,  this  problem  was  particularly  severe 
since  earnings  were  averaged  at  their  actual  values.  The  1977  amend- 
ments lessened  but  did  not  eliminate  this  advantage  by  providing  for 
the  indexing  of  earnings  to  compensate  for  the  impact  of  changing 
wage  levels  in  the  economy.  Younger  Avorkers  continue  to  have  a  sub- 
stantial advantage  both  because  statutory  increases  in  the  amount  of 
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annual  earnings  subject  to  social  security  tax  have  been  much  greater 
in  recent  years  than  in  earlier  years  and  because  individual  wage  pat- 
terns differ  widely  from  average  wage  patterns.  As  a  result,  an  indi- 
vidual whose  benefits  are  based  on  the  average  of  his  earnings  over 
his  two,  three,  or  four  highest  years  of  earnings  is  likely  to  have  a 
significantly  higher  benefit  than  an  older  worker  who  must  average 
his  highest  ten  or  twenty  or  more  years  of  earnings. 

Furthermore,  data  provided  to  the  committee  by  the  Social  Security 
actuaries  show  that  both  the  average  replacement  by  age  group  and 
the  incidence  of  replacement  rates  over  80  percent  of  prior  earnings 
are  considerably  greater  among  younger  workers  than  older  workers. 
The  following  table  constructed  from  the  actuaries'  data  show  these 
situations : 

TABLE  16.-DISTRIBUTION  OF  Dl  REPLACEMENT  RATES  BY 
AGE  GROUP  OF  DISABLED  WORKERS 


Replacement  rate  brackets, 
80  percent  and  higher, 
using  high-5  yr  of  earn- 
ings in  last  10  as  base 
period  for  measurement 1 
Total  (percent)  Average 

    replace- 

Number  80  to       90  to  100  and      ment  rate 

of  cases    Percent  89  99        over  (percent) 


Age  at  onset: 


Under  20 

64 

100 

23 

6 

22 

72 

20  to  24 

574 

100 

15 

2 

9 

60 

25  to  29 

698 

100 

19 

2 

4 

59 

30  to  34 

652 

100 

11 

1 

1 

57 

35  to  39 

714 

100 

8 

3 

3 

59 

40  to  44 

889 

100 

5 

2 

3 

54 

45  to  49 

1,232 

100 

3 

2 

2 

49 

50  to  54 

1,699 

100 

2 

1 

2 

47 

55  to  59 

1,965 

100 

2 

1 

1 

44 

60  to  64 

1,098 

100 

1 

1 

1 

41 

Total..          9,585    49 


1  Based  on  1979  PIA  levels. 

Note :  9,585  cases  in  sample,  including  workers  both  with  and  without  dependents. 

Committee  provision. — In  response  to  concern  that  the  benefit  struc- 
ture gives  undue  advantage  to  younger  workers,  the  committee  provi- 
sion would  exclude  years  of  low  earnings  in  the  computation  of  benefits 
according  to  the  following  schedule : 

Number  of 

Worker's  age :  dropout  years 

Under  32   1 

32  through  36   2 

37  through  41   3 

42  through  46   4 

47  and  over   5 
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The  provision  applies  to  all  disabled  workers  who  first  become  en- 
titled to  benefits  after  1979.  The  provision  would  not  apply  to  indi- 
viduals who  join  the  benefit  roll  after  the  effective  date  of  the  pro- 
vision, who  were  on  the  roll  (or  had  a  period  of  disability)  at  another 
time  prior  to  calendar  year  1 980. 

While  the  committee  believes  that  fewer  drop-out  years  for  younger 
workers  will  make  the  benefit  structure  more  equitable  for  younger  and 
older  disabled  workers,  the  committee  felt  that  all  workers  regardless 
of  age  should  have  at  least  1  drop  out  year. 

Approximately  120,000  DI  awards,  involving  290,000  beneficiaries, 
will  be  computed  under  the  new  dropout  year  provision  in  the  first 
full  year  after  enactment. 

MEDICARE  WAITING  PERIOD 

(Section  103  of  the  Bill) 

Present  law. — At  the  present  time,  beneficiaries  of  disability  insur- 
ance must  wait  24  months  after  becoming  entitled  to  benefits  to  become 
eligible  for  medicare.  If  a  beneficiary  returns  to  work  and  then  be- 
comes disabled  again,  another  24-month  waiting  period  is  required 
before  medicare  coverage  is  resumed. 

Committee  hill. — The  committee  has  heard  testimony  that  the  fear 
of  being  forced  to  wait  for  medicare  coverage  throughout  a  second  24- 
month  waiting  period  has  acted  as  a  deterrent  to  some  beneficiaries 
who  might  otherwise  attempt  to  return  to  the  work  force.  In  order  to 
remove  this  work  disincentive,  the  committee  bill  would  eliminate  the 
requirement  that  a  person  who  becomes  disabled  a  second  time  must 
undergo  another  24-month  waiting  period  before  medicare  coverage  is 
available  to  him.  The  amendment  would  apply  to  workers  becoming 
disabled  again  within  60  months,  and  to  disabled  widows,  or  widowers 
and  adults  disabled  since  childhood  becoming  disabled  again  within  84 
months.  In  addition,  where  a  disabled  individual  was  initially  on  the 
cash  benefit  rolls,  but  for  a  period  of  less  than  24  months,  the  months 
during  which  he  received  cash  benefits  would  count  for  purposes  of 
qualifying  for  medicare  coverage  if  a  subsequent  disability  occurred 
within  those  time  periods.  The  provision  would  be  effective  for  medi- 
care benefits  for  services  provided  after  June  1980.  Approximately 
30,000  persons  are  expected  to  be  affected  by  this  provision  in  the 
first  full  year  after  enactment. 

EXTENSION  OF  MEDICARE  COVERAGE  FOR  AN  ADDITIONAL  3  6  MONTHS 

(Section  104  of  the  Bill) 

Present  law. — Under  present  law  medicare  coverage  ends  when  dis- 
ability insurance  benefits  cease.  Considerable  testimony  was  given  to 
the  committee  suggesting  that  this  abrupt  termination  of  medicare 
coverage  poses  a  significant  obstacle  for  many  disabled  Avorkers  to  re- 
turn to  work,  who  are  faced  with  the  prospect  of  losing  valuable  hos- 
pital and  other  medical  insurance  coverage  at  a  point  when  there  is 
great  uncertainty  about  their  ability  to  sustain  employment. 

Committee  bill. — In  order  to  encourage  disabled  workers  to  attempt 
employment  as  well  as  to  remove  the  possibility  that  incurring  higher 
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health  insurance  premiums  might  discourage  employers  from  hiring 
the  disabled,  the  committee  provision  would  extend  medicare  coverage 
for  an  additional  36  months  after  cash  benefits  cease  for  a  worker 
who  is  engaging  in  substantial  gainful  activity  but  has  not  medically 
recovered.  (The  first  12  months  of  the  36-month  period  would  be  part 
of  the  new  24-month  trial  work  period.)  Approximately  30,000  persons 
are  expected  to  be  affected  by  this  provision  in  the  first  full  year 
after  enactment. 

C.  Provisions  Relating  to  Disability  Benefits  Under  the  SSI 

Program 

BENEFITS  FOR  INDIVIDUALS  WHO  PERFORM  SUBSTANTIAL  GAINFUL 
ACTIVITY  DESPITE  MEDICAL  IMPAIRMENT 

(Section  201  of  the  Bill) 

Present  law. — The  Social  Security  Act  under  present  law  uses  an 
identical  definition  of  disability  for  purposes  of  both  the  disability 
insurance  program  under  title  II  of  the  Act  and  the  SSI  disability 
assistance  program  under  title  XVI  of  the  Act. 

The  definition  in  the  law  reads  as  follows: 

Sec.  1614.  (a)  *  *  * 

(3)  (A)  An  individual  shall  be  considered  to  be  disabled 
for  purposes  of  this  title  if  he  is  unable  to  engage  in  any 
substantial  gainful  activity  by  reason  of  any  medically 
determinable  physical  or  mental  impairment  which  can  be 
expected  to  result  in  death  or  which  has  lasted  or  can  be 
expected  to  last  for  a  continuous  period  of  not  less  than 
twelve  months  (or,  in  the  case  of  a  child  under  the  age  of 
18,  if  he  suffers  from  any  medically  determinable  physical 
or  mental  impairment  of  comparable  severity). 

*(B)  For  purposes  of  subparagraph  (A),  an  individual 
shall  be  determined  to  be  under  a  disability  only  if  his 
physical  or  mental  impairment  or  impairments  are  of  such 
severity  that  he  is  not  only  unable  to  do  his  previous  work 
but  cannot,  considering  his  age,  education,  and  work  experi- 
ence, engage  in  any  other  kind  of  substantial  gainful  work 
which  exists  in  the  national  economy,  regardless  of  whether 
such  work  exists  in  the  immediate  area  in  which  he  lives, 
or  whether  a  specific  job  vacancy  exists  for  him,  or  whether 
he  would  be  hired  if  he  applied  for  work.  For  purposes  of 
the  preceding  sentence  (with  respect  of  any  individual), 
"work  which  exists  in  the  national  economy"  means  work 
which  exists  in  significant  numbers  either  in  the  region 
where  such  individual  lives  or  in  several  regions  of  the 
country. 

(C)  For  purposes  of  this  paragraph,  a  physical  or  mental 
impairment  is  an  impairment  that  results  from  anatomical, 
physiological,  or  psychological  abnormalities  which  are 
demonstrable  by  medically  acceptable  clinical  and  labora- 
tory diagnostic  techniques. 

(D)  The  Secretary  shall  by  regulations  prescribe  the 
criteria  for  determining  when  services  performed  or  earn- 
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mgs  derived  from  services  demonstrate  an  individual's 
ability  to  engage  in  substantial  gainful  activity.  Notwith- 
standing the  provisions  of  subparagraph  (B),  an  individual 
whose  services  or  earnings  meet  such  criteria,  except  for  pur- 
poses of  paragraph  (2) ,  shall  be  found  not  to  be  disabled. 
This  definition  does  not  establish  any  level  of  severity  of  an  indi- 
vidual's medical  condition  as  a  test  of  whether  or  not  he  is  disabled. 
Instead,  the  definition  requires  that  there  be  present  some  medically 
determinable  impairment  and  that  that  impairment  be  found  to  pre- 
clude the  individual  from  engaging  in  "substantial  gainful  activity" 
(SGA).  The  concept  of  "substantial  gainful  activity"  is,  therefore,  a 
key  element  in  the  definition  of  disability.  Two  individuals  with  iden- 
tical medical  conditions  might  property  receive  different  decisions  as 
to  whether  or  not  they  are  disabled.  Considering  each  individual's  voca- 
tional background  (education,  experience,  etc) ,  one  may  reasonably  be 
found  able  to  get  a  job  at  the  substantial  gainful  activity  level  while 
the  other  may  not. 

The  term  "substantial  gainful  activity,"  is  not  defined  in  the  statute. 
Rather,  the  Secretary  of  Health,  Education,  and  "Welfare  is  required 
to  prescribe  the  criteria  for  determining  when  services  performed  or 
earnings  derived  from  services  demonstrate  an  individual's  ability  to 
engage  in  substantial  gainful  activity.  These  criteria  have  been  ex- 
pressed in  regulations  in  the  form  of  dollar  amounts  of  earnings  above 
which  an  individual  would  be  presumed  to  be  engaging  in  SGA,  and 
therefore  not  disabled  for  purposes  of  the  social  security  definition. 
The  current  SGA  amount  is  $280  a  month. 

In  recent  years  questions  have  been  raised  about  the  failure  of  the 
SSI  program  to  remove  individuals  from  disability  status  through 
rehabilitation  and  movement  into  employment. 

A  matter  of  particular  concern  is  the  fact  that  the  program  may 
operate  in  such  a  way  as  to  actually  discourage  recipients  from  seeking 
employment.  This  work  disincentive  problem  arises  from  the  basic 
nature  of  the  program  which  defines  "disability"  not  by  medical  se- 
verity but  rather,  as  noted  above,  in  terms  of  incapacity  for  significant 
employment — substantial  gainful  activity.  If  an  individual  who  has  a 
very  severe  handicap  does  successfully  perform  any  significant  work 
activity,  he  has  demonstrated  that  he  no  longer  lacks  the  capacity  for 
work.  While  he  is  permitted  a  trial  work  period  during  which  he  may 
continue  to  receive  benefits,  after  this  period  he  may  be  found  ineli- 
gible. While  his  increased  earnings  will  at  least  partially  offset  his  loss 
of  cash  benefits,  an  SSI  recipient  may  also  face  the  loss  of  medicaid 
and  social  services  since  eligibility  for  those  programs  is  generally  tied 
to  eligibility  for  at  least  one  dollar  of  SSI  benefits.  Thus  a  severely 
disabled  recipient  contemplating  the  possibility  of  working  may  face 
a  combined  loss  of  benefits  under  the  other  programs  which  signifi- 
cantly outweigh  the  potential  gain  from  earnings. 

The  committee  is  deeply  concerned  about  these  disincentive  features 
because  of  the  hardships  they  impose  on  severely  disabled  people  who 
have  the  desire  and  motivation  to  seek  a  more  independent  life  through 
work  effort.  At  the  same  time,  however,  the  committee  is  keenly  aware 
that  the  disincentives  to  employment  arise  from  the  basic  nature  of  the 
program  as  explained  above.  The  committee  feels  it  is  necessary  to 
move  with  great  care  in  addressing  those  disincentives  to  avoid  making 
unintended  and  undesirable  changes  in  the  fundamental  scope  and  pur- 
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poses  of  the  program.  For  this  reason  the  committee  cannot  recommend 
the  approach  contained  in  the  bill  H.R.  3464  as  passed  by  the  House 
of  Representatives. 

The  House-passed  bill  would  have  effectively  and  significantly 
liberalized  the  basic  definition  of  disability  under  the  SSI  program 
by  changing  the  definition  of  what  constitutes  substantial  gainful 
activity.  Under  the  House  bill,  an  individual  could  be  found  "not 
disabled"  on  the  basis  of  his  earning  capacity  only  if  he  were  unable 
to  earn  as  much  as  $481  for  a  single  individual,  and  $690  for  an 
eligible  couple.  (Any  future  automatic  cost-of-living  increases  in  the 
Federal  SSI  benefit  would  automatically  increase  the  current  basic 
SGA  amounts.)  These  amounts  would  be  further  increased  by  the 
amount  of  any  impairment-related  work  expenses.  Thus  the  SGA  level 
would  vary  from  individual  to  individual  depending  on  his  impair- 
ment-related work  expenses  and  on  his  marital  status.  A  single  indi- 
vidual with  monthly  expenses  of  $150  would  have  an  SGA  level  of 
$631  a  month  or  $7,572  a  year.  If  this  same  individual  had  an  eligible 
spouse  his  SGA  level  would  be  $840  a  month  or  $10,080  a  year. 

The  change  in  the  definition  of  disability  could  change  the  program 
from  one  in  which  benefits  are  intended  to  be  provided  only  for  per- 
sons with  disabilities  severe  enough  to  be  generally  considered  as  total 
or  near-total  disabilities  into  one  in  which  benefits  are  also  provided 
for  partial  disabilities.  Thus,  while  the  expressed  intent  of  the  House 
bill  is  to  remove  disincentives  for  severely  disabled  persons  to  seek 
independence  through  employment,  its  result  could  well  be  to  increase 
dependency  among  less  severely  disabled  individuals. 

At  the  same  time,  the  committee  is  convinced  that  ways  can  be 
found  to  remedy  the  work  disincentive  features  of  the  disability  pro- 
grams without  incurring  the  risks  which  seem  to  be  inherent  in  the 
approach  suggested  by  the  House  bill. 

Committee  hill. — Other  sections  of  this  bill  include  provisions  which 
are  aimed  at  responding  to  the  work  disincentive  issues  raised  by  cur- 
rent law  in  both  the  DI  and  SSI  programs.  These  include  provisions 
for  extending  the  present  trial  work  period  from  9  months  to  24 
months,  the  exclusion  of  impairment-related  work  expenses  in  deter- 
mining whether  an  individual  is  performing  SGA,  and  for  the  authori- 
zation of  experimental  and  demonstration  projects  by  the  Social 
Security  Administration. 

In  addition,  the  committee  bill  includes  an  amendment,  which,  on 
a  demonstration  basis,  provides  that  a  disabled  individual  who  loses 
his  eligibility  for  regular  SSI  benefits  because  of  performance  of  SGA 
would  become  eligible  for  a  special  benefit  status  which  would  entitle 
him  to  cash  benefits  equivalent  to  those  he  would  be  entitled  to  receive 
under  the  regular  SSI  program.  Persons  who  receive  these  special 
benefits  would  be  eligible  for  medicaid  and  social  services  on  the  same 
basis  as  regular  SSI  recipients.  States  would  have  the  option  of  supple- 
menting the  special  Federal  benefits.  When  the  individual's  earnings 
exceeded  the  amount  which  would  cause  the  cash  benefit  to  be  reduced 
to  zero  ($481  at  the  present  time),  the  special  benefit  status  would  be 
terminated  and  the  individual  would  not  thereafter  be  eligible  for 
any  benefits  under  the  program  unless  he  could  again  establish  his 
eligibility  for  SSI  under  the  rules  of  existing  law.  Even  though  the 
individual  would  in  said  circumstances  lose  his  special  benefit  status 
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for  purposes  of  cash  payments,  he  could  retain  eligibility  for  medicaid 
and  social  services,  if  the  Secretary  found  (1)  that  termination  of 
eligibility  for  these  benefits  would  seriously  inhibit  the  individual's 
ability  to  cotinue  his  employment,  and  (2)  the  individual's  earnings 
were  not  sufficient  to  allow  him  to  provide  for  himself  a  reasonable 
equivalent  of  the  cash  and  other  benefits  that  would  be  available  to 
him  in  the  absence  of  earnings.  This  provision  allowing  continuation 
of  eligibility  for  medicaid  and  social  services  for  persons  whose  earn- 
ings make  them  ineligible  for  cash  benefits  would  also  apply  to  SSI 
recipients  who  are  blind.  The  committee  provision  would  be  limited  to 
three  years,  to  give  the  committee  the  opportunity  to  review  the  effec- 
tiveness of  the  provision.  A  provision  is  included  in  the  committee 
amendment  requiring  the  Social  Security  Administration  to  provide 
for  separate  accounting  of  any  funds  spent  under  the  provision.  This 
will  enable  both  the  Administration  and  the  committee  to  evaluate  the 
magnitude  and  the  effect  of  the  provision.  Separate  identification  of 
these  benefits  would  also  serve  to  emphasize  the  intent  that  the  pro- 
vision not  be  administered  as  a  change  in  the  overall  definition  of 
disability. 

The  committee  is  convinced  that  the  amendments  it  has  recom- 
mended in  this  bill  represent  a  very  substantial  answer  to  the  problem 
of  work  disincentives  for  the  severely  disabled.  At  the  same  time,  the 
committee  emphasizes  that  the  provisions  of  this  bill  are  carefully 
designed  to  avoid  unintended  and  undesirable  results.  The  bill  makes 
no  change  in  the  basic  definition  of  disability  nor  in  the  way  that 
definition  is  applied  in  determining  initial  eligibility.  Thus,  there  can 
be  no  possibility  that  the  bill  will  result  in  adding  less  severely  dis- 
abled individuals  to  the  benefit  rolls. 

The  provision  is  effective  only  for  the  period  July  1,  1980  through 
June  30,  1983.  This  will  allow  ample  time  to  assess  the  success  of  the 
new  provisions  in  reducing  work  disincentives  and  to  consider  any 
problems  of  administration  which  may  arise. 

TREATMENT  OF  EARXINGS  IX  SHELTERED  WORKSHOPS 

(Section  202  of  the  Bill) 

Present  law. — Under  current  interpretations,  income  received  by  an 
SSI  recipient  who  is  in  a  sheltered  workshop  as  part  of  a  rehabilitation 
program  is  not  considered  to  be  wages  and  is  therefore  treated  as  un- 
earned income.  As  a  result,  all  remuneration  in  excess  of  $20  a  month 
reduces  the  SSI  benefit  on  a  dollar-for-dollar  basis.  In  contrast,  income 
of  a  recipient  in  a  sheltered  workshop  who  is  not  in  a  rehabilitation 
program  is  treated  as  earned  income,  and  the  individual  is  entitled  to 
the  earned  income  disregards  ($65  per  month  plus  one-half  of  addi- 
tional earnings).  It  is  estimated  by  the  Department  of  Health,  Educa- 
tion, and  Welfare  that  there  are  approximately  5,000  individuals  now 
in  sheltered  workshops  who  are  not  able  to  get  the  benefit  of  the 
earned  income  disregard  provisions. 

Committee  bill. — The  committee  believes  that  participation  by  SSI 
recipients  in  vocational  rehabilitation  programs  should  be  encouraged 
and  that  individuals  who  participate  in  sheltered  employment  as  part 
of  a  rehabilitation  program  should  be  eligible  for  the  work  incentive 
features  of  the  earned  income  disregards  in  the  SSI  law.  The  commit- 
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tee  amendment  would  eliminate  the  present  discriminatory  treatment 
of  these  disabled  individuals  by  providing  that  income  received  by 
SSI  recipients  as  remuneration  for  participation  in  sheltered  work- 
shops be  treated  as  earned  income  in  all  cases. 

TERMINATION  OF  ATTRIBUTION  OF  PARENTS'  INCOME  AND  RESOURCES  WHEN 
DISABLED  CHILD  RECIPIENT  OF  BENEFITS  ATTAINS  AGE  18 

(Section  203  of  the  Bill) 

Present  law. — For  purposes  of  the  SSI  program,  the  term  "child" 
is  defined  to  include  an  individual  age  18  through  21  who  is  a  student 
regularly  attending  a  school,  college,  or  university,  or  a  course  of 
vocational  or  technical  training  designed  to  prepare  him  for  gainful 
employment.  Otherwise,  all  persons  age  18  or  over  are  treated  as  adults. 
The  effect  of  the  present  definition,  in  combination  with  the  provision 
requiring  that  the  parents'  income  and  resources  must  be  deemed  to  a 
child  under  age  21  in  determining  the  child's  eligibility  for  SSI,  may 
be  to  discourage  a  disabled  individual  between  the  ages  of  18  and  21 
from  attending  school  or  training.  By  attending  school  the  individual 
must  be  considered  a  "child"  under  the  SSI  law,  and  the  parents'  in- 
come and  resources  are  deemed  to  him.  The  result  may  be  that  he  loses 
his  SSI  eligibility,  or  that  the  amount  of  the  benefit  is  greatly  reduced. 
By  not  attending  school  the  individual  is  not  considered  a  child,  and 
only  his  own  income  and  resources  are  countable  for  purposes  of  deter- 
mining SSI  eligibility. 

Committee  hill. — The  committee  believes  that  there  is  no  logical 
basis  for  making  this  distinction  between  students  and  nonstudents  for 
purposes  of  SSI  eligibility,  and  that  because  of  its  potentially  nega- 
tive effects  on  incentives  of  disabled  individuals  for  education  and 
training,  the  provision  of  present  law  should  be  changed.  Thus  the 
committee  bill  would,  in  effect,  eliminate  any  differential  treatment  of 
individuals  on  the  basis  of  student  status.  Those  individuals  who  on 
the  effective  date  of  the  provision  are  age  18  and  over  and  who  are 
receiving  benefits  would  be  protected  against  any  potential  loss  of 
benefits  under  a  "grandfather"  provision  in  the  committee  bill. 

The  committee  provision  should  not  affect  significant  numbers  of 
SSI  recipients.  In  June  1976  there  were  only  about  18,000  individuals 
between  the  ages  of  18  and  22  who  were  receiving  SSI  benefits,  and 
many  of  these  would  not  in  any  case  be  attending  school.  The  com- 
mittee expects  that  for  some,  however,  the  change  in  law  will  increase 
the  likelihood  of  school  attendance  and  that  the  provision  will  en- 
courage disabled  individuals  to  become  self-sustaining. 

D.  Provisions  Affecting  Disability  Recipients  Under  OASDI 

and  SSI  Programs 

CONTINUED  PAYMENT  OF  BENEFITS  TO  INDIVIDUALS  UNDER  VOCATIONAL 
REHABILITATION  PLANS 

(Section  301  of  the  Bill) 

Present  law. — The  1965  social  security  amendments  gave  the  Depart- 
ment of  Health,  Education,  and  Welfare  the  authority  to  use  certain 
social  security  trust  funds  to  reimburse  State  vocational  rehabilitation 
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agencies  for  the  cost  of  services  provided  to  disability  insurance  bene- 
ficiaries. The  amendments  required  the  Secretary  of  HEW  to  develop 
criteria  for  selecting  individuals  to  receive  rehabilitation  services  under 
the  beneficiary  rehabilitation  program.  The  criteria  were  to  be  based 
on  the  savings  which  would  accrue  to  the  trust  funds  as  a  result  of 
rehabilitating  the  maximum  number  of  individuals  into  productive 
activity.  If  the  State  rehabilitation  agency  certifies  that  a  beneficiary 
meets  these  criteria,  the  cost  of  the  rehabilitation  services  is  borne  by 
the  trust  funds. 

The  Department  has  developed  four  criteria  for  selecting  benefici- 
aries to  receive  services  financed  from  the  trust  fund.  These  are : 

1.  The  disabling  physical  or  mental  impairment  is  not  so  rapidly 
progressive  as  to  outrun  the  effect  of  vocational  rehabilitation  services 
or  to  preclude  restoration  of  the  beneficiary  to  productive  activity. 

2.  The  disability  without  the  services  planned  is  expected  to  remain 
at  a  level  of  severity  resulting  in  the  continuing  payment  of  disability 
benefits. 

3.  A  reasonable  expectation  exists  that  providing:  suehr-services  will 
result  in  restoring  the  individual  to  productive  activity. 

4.  The  predictable  period  of  productive  work  is  long  enough  that  the 
benefits  which  would  be  saved  and  the  contributions  which  would  be 
paid  to  the  trust  funds  from  future  earnings  would  offset  the  costs  of 
planned  services. 

The  title  XYI  legislation  enacted  in  1972  authorized  the  referral  of 
blind  and  disabled  recipients  under  the  SSI  program  for  rehabilitation 
services  provided  by  State  vocational  rehabilitation  programs.  The 
legislation  also  authorized  the  use  of  general  revenues  to  reimburse  the 
State  agencies  for  the  cost  of  services  provided  to  SSI  recipients.  Both 
the  House  and  Senate  reports  on  the  SSI  legislation  state : 

Many  blind  and  disabled  individuals  want  to  work  and,  if 
the  opportunity  for  rehabilitation  for  suitable  work  were 
available  to  them  they  could  become  self-supporting. 

In  developing  the  SSI-vocational  rehabilitation  program,  the  De- 
partment of  HEW  followed  the  pattern  of  the  disability  beneficiary  re- 
habilitation program  for  title  II  beneficiaries.  Regulations  implement- 
ing the  program  state  that  its  purpose  is  : 

*  *  *  to  enable  the  maximum  number  of  recipients  to  in- 
crease their  employment  capacity  to  the  extent  that  *  *  *  full- 
time  employment,  part-time  employment,  or  self-employment 
wherein  the  nature  of  the  work  activity  performed,  the  earn- 
ings received,  or  both,  or  the  capacity  to  engage  in  such  em- 
ployment or  self -employment,  can  reasonably  be  expected  to 
result  in  termination  of  eligibility  for  supplemental  security 
income  payments,  or  at  least  a  substantial  reduction  of  such 
payments  *  *  *. 

In  keeping  with  this  statement  of  purpose,  the  SSI  program  uses 
the  same  four  criteria  for  selecting  individuals  to  receive  reimbursed 
sen-ices  as  are  used  for  selecting  individuals  under  the  DI  program. 

Under  present  law,  persons  who  are  participating  in  a  vocational 
rehabilitation  program  are  eligible  for  disability  benefits  only  so  long 
as  they  continue  to  meet  the  definition  of  disability  for  the  DI  and 
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SSI  programs.  Even  in  cases  where  continuation  in  a  VE  program 
might  substantially  improve  an  individual's  chances  of  permanent 
productive  employment,  his  disability  benefits  are  ended  when  he  is 
determined  to  have  medically  recovered,  and  as  a  result  he  may  be 
forced  to  discontinue  his  participation  in  a  rehabilitation  program. 

Committee  hill. — The  committee  recognizes  that  a  person's  physical 
or  mental  impairment  may  sometimes  improve  to  the  extent  that  he 
may  no  longer  meet  the  strict  criteria  required  to  be  eligible  for  cash 
benefits,  yet  not  to  the  extent  that  would  constitute  full  recovery.  In 
such  situations,  completion  of  a  vocational  rehabilitation  program  may 
make  a  significant  difference  in  the  ultimate  degree  of  recovery  and 
the  level  of  productivity  and  self-sumciencv  achieved  by  the  disabled 
person.  The  committee  bill  would  amend  both  the  DI  and  the  SSI 
statutes  to  provide  that  benefits  under  these  programs  shall  not  be  ter- 
minated or  suspended  because  the  physicial  or  mental  impairment  on 
which  the  individual's  entitlement  to  benefits  is  based  has  or  may  have 
ceased  if  (1)  the  individual  is  participating  in  an  approved  vocational 
rehabilitation  program  under  a  State  plan  approved  under  title  I  of 
the  Rehabilitation  Art  of  1973.  and  (2)  the  Secretary  of  HEW  deter- 
mines that  the  completion  of  the  program,  or  its  continuation  for  a 
specified  period  of  time,  will  increase  the  likelihood  that  the  indi- 
vidual may  be  permanently  removed  from  the  disability  rolls.  The 
committee  expects  that  in  most  cases  medical  cessation  of  disability 
will  result  in  the  termination  of  benefits,  as  occurs  now  in  all  cases. 
The  committee  provision  is  intended  to  take  into  account  those  excep- 
tional cases  where  the  administration  is  able  to  determine  that  continu- 
ation in  a  vocational  rehabiltation  program  will  increase  the  likelihood 
of  the  individual's  being  permanently  removed  from  the  disabilty  rolls. 

DEDUCTION  OF  IMPAIRMENT-RELATED  WORK  EXPENSES  IN  DETERMINING  SGA 

(Section  302  of  the  Bill) 

Present  law. — Regulations  issued  under  present  law  provide  that  in 
determining  whether  an  individual  is  performing  SGA,  extraordinary 
expenses  incurred  by  the  individual  in  connection  with  his  employment 
and  because  of  his  impairment  are  to  be  deducted  to  the  extent  that 
such  expenses  exceed  what  his  expenses  would  be  if  he  were  not  im- 
paired. Regulations  specify  that  expenses  for  medication  or  equipment 
which  the  individual  requires  to  enable  him  to  carry  out  his  normal 
daily  functions  may  not  be  considered  work  related,  and  may  not  be 
deducted  even  if  they  are  also  essential  to  the  individual's  employment. 

Committee  hill. — For  purposes  of  both  the  disability  insurance  and 
supplemental  security  income  programs,  the  committee  bill  would  per- 
mit a  deduction  of  costs  of  extraordinary  impairment -related  work 
expenses,  attendant  care  costs,  and  the  cost  of  medical  devices,  equip- 
ment, and  dru*?s  and  services  (necessary  to  control  an  impairment) 
from  earnings  for  purposes  of  determining  whether  an  individual  is 
engaging  in  substantial  gainful  activity  regardless  of  whether  these 
items  are  also  needed  to  enable  him  to  carry  out  his  normal  daily  func- 
tions. In  addition,  the  bill  provides  that  the  deduction  would  apply 
where  the  disabled  individual  does  not  pay  the  cost  of  the  impairment- 
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related  work  expenses  (i.e.,  when  the  cost  is  paid  by  a  third  party) ,  and 
adds  language  giving  the  Secretary  the  authority  to  specify  in  regula- 
tions the  type  of  care,  services,  and  items  that  may  be  considered  neces- 
sary to  enable  a  disabled  person  to  engage  in  SGA.  The  amount  of 
earnings  to  be  excluded  will  be  subject  to  such  reasonable  limits  as  the 
Secretary  may  prescribe.  The  committee  intends  that  any  such  limits 
not  be  based  on  arbitrary  conceptions  of  what  amounts  are  reasonable 
but  rather  reflect  actual  prevailing  costs  of  various  categories  of  im- 
pairment-related expenses.  Also,  since  the  provision  is  meant  to  permit 
persons  with  impairment-related  work  expenses  to  continue  to  receive 
disability  benefits  even  when  they  have  earnings  above  the  SGA  level, 
the  committee  understands  that  "services"  (the  nature  and  value  of  the 
work)  generally  will  not  be  the  basis  for  determining  that  an  indi- 
vidual has  demonstrated  an  ability  to  engage  in  SGA  if  earnings  after 
deducting  allowable  work  expenses  are  below  the  SGA  level. 

EXTENSION  OF  THE  TRIAL  WORK  PERIOD 

(Section  303  of  the  Bill) 

Present  law. — Under  present  law,  when  an  individual  completes  a 
9-month  trial  work  period,  and  then  in  a  subsequent  month  performs 
work  constituting  substantial  gainful  activity  (SGA),  his  benefits  are 
terminated.  He  obtains  benefits  for  the  first  month  in  which  he  per- 
forms SGA  (after  the  trial  work  period  has  ended)  and  for  the  2 
months  immediately  following. 

The  committee  is  concerned  that  the  present  9-month  trial  work  pe- 
riod is  insufficient  as  an  incentive  for  disabled  people  to  return  to  work, 
and  wants  this  situation  corrected.  The  abruptness  of  the  termination 
of  the  trial  work  period  forces  people  who  work  for  some  time  and 
then,  because  of  their  impairment,  must  stop  work,  to  refile  an  applica- 
tion and  go  through  the  lengthy  determination  process  again.  The  com- 
mittee believes  the  possibility  of  having  to  go  through  this  process 
again  poses  a  sizable  impediment  to  disabled  beneficiaries  contemplat- 
ing a  return  to  work. 

Committee  hill. — For  purposes  of  the  DI  program,  the  committee 
provision  would  extend  the  present  9-month  trial  work  period  to  24 
months  for  both  DI  and  SSI  recipients.  In  tho  last  12  month  of  the 
24-month  period  the  individual  would  not  receive  cash  benefits  while 
engaging  in  substantial  work  activity,  but  could  automatically  be  rein- 
stated to  active  benefit  status  if  a  work  attempt  fails.  The  provision 
also  provides  that  the  same  trial  work  period  would  be  applicable  to 
disabled  widows,  and  widowers  (who  are  not  permitted  a  trial  work 
period  at  all  under  existing  law).  The  bill  does  not  alter  the  aspect  of 
present  law  in  which  benefits  are  paid  for  the  month  SGA  is  achieved 
and  the  2  subsequent  months,  after  a  successful  completion  of  the 
9-month  trial  work  period. 

In  addition  the  provision  does  not  change  the  aspect  of  present  law 
that  a  disability  ceases  if  the  individual  no  longer  suffers  from  a  severe 
impairment. 
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disability  determinations;  federal  review  of  state  AGENCY 

DETERMINATION  8 

(Section  304  of  the  Bill) 

Present  lata. — The  States  and  the  Social  Security  Administration 
jointly  administer  the  DI  and  SSI  disability  programs.  The  major  re- 
sponsibility for  making  disability  determinations  rests  with  the  State 
agencies.  SSA  is  responsible  for  setting  administrative  policy  and  for 
conducting  oversight. 

Until  1972  the  Social  Security  Administration  reviewed  a  majority 
of  State  allowances  before  they  were  actually  made,  thus  providing 
preadjudicative  review  in  most  cases.  As  the  result  of  pressures  to  re- 
duce costs  and  staff  levels,  as  well  as  to  meet  the  pressures  of  a  growing 
workload,  SSA  moved  to  a  sample  review  prpcedure  which  involved 
only  5  percent  of  allowances.  Moreover,  these  reviews  have  been  made 
on  a  postadjudicative  basis,  that  is,  after  the  claimant  has  already  been 
awarded  his  disability  benefit.  Similar  sample  reviews  have  been  set 
up  at  the  reconsideration  and  hearing  stages  of  the  process,  and  for  the 
continuing  disability  review  process. 

The  State  agencies  were  confronted  with  very  heavy  workload  in- 
creases in  the  first  half  of  the  1970's,  and  particularly  after  the  imple- 
mentation of  the  SSI  program.  There  is  no  question  that  in  the  minds 
of  many  administrators  at  both  the  Federal  (SSA)  and  State  agency 
levels  the  priority  in  this  period  was  to  be  speed.  Significant  backlogs 
were  accumulating  at  various  places  and  various  stages  of  the  claims 
process,  and  it  was  considered  important  to  expedite  the  process.  Many 
now  feel  that  the  result  was  a  decline  in  the  quality  of  decisions  which 
were  being  made. 

One  of  the  major  criticisms  that  has  been  made  by  the  existing  deter- 
mination process  is  that  there  is  not  uniformity  of  decisions  and  that 
different  State  agencies  have  been  making  decisions  using  different 
criteria.  The  assumption,  thus,  is  that  it  is  easier  (or  more  difficult)  to 
meet  the  disability  definition  depending  on  where  you  live. 

As  can  be  seen  from  the  table  that  follows,  State  allowance  rates 
vary  substantially.  In  fiscal  year  1978  initial  disabled  worker  allow- 
ances ranged  from  53.1  percent  in  New  Jersey  to  22.2  percent  in 
Alabama. 


53 


TABLE  17.— INITIAL  DISABLED  WORKER  ALLOWANCES  AS  PER- 
CENT OF  INITIAL  DISABLED  WORKER  DETERMINATIONS- 
HIGH  AND  LOW  STATES 


Fiscal  Year  1978 

High  third  Low  third 

State:  Rate  State:  Rate 

New  Jersey   53.1      Alabama   22.2 

Nebraska   52.1      New  Mexico   22.4 

Kansas   49.0      Louisiana   30.6 

Wisconsin   48.6     Connecticut   32.4 

Utah   48.4      Maryland   32.6 

Iowa   47.9     Alaska   32.7 

Delaware   47.6      Mississippi   34.1 

Colorado   47.5     Arkansas   34.3 

Vermont   46.5      Puerto  Rico   35.2 

Ohio   46.0      New  York   35.3 

South  Dakota   45.7      Washington   35.3 

Missouri   45.3      Michigan,   35,4 

Massachusetts   44.0      California   35.4 

Maine   43.9      Idaho   35.8 

North  Carolina   43.6     Oregon.,   35.8 

Nevada   43.6     Tennessee   36.0 

Montana    43.3     New  Hampshire  .-   36.8 


Source:  Social  Security  Administration. 


Wyoming  .-. . .  r,.-.r. . 36.8 


Similarly,  variations  in  allowance  and  denial  rates  occur  at  later 
stages  of  adjudication  as  well.  The  SSA  administrative  law  judges 
( ALJ?s)  have  frequently  been  criticized  not  only  for  their  variations 
in  productivity,  but  also  for  their  variations  in  reversal  rates.  A  person 
who  requests  a  hearing  may  be  assigned  to  what  have  been  referred 
to  as  either  "easyv  or  "hanging"  judges.  In  the  period  January — 
March  1979.  33  percent  of  ALJs  awarded  claims  to  from  zero  to  46 
percent  of  the  disabled  workers  whose  cases  they  decided.  46  percent  of 
ALJs  awarded  claims  to  from  46  to  65  percent,  and  21  percent  of 
ALJs  awarded  claims  to  from  65  to  100  percent.  Overall,  the  per- 
centage of  hearings  that  result  in  a  reversal  (an  allowance  of  benefits) 
has  been  increasing.  In  fiscal  year  1969  the  title  II  disability  reversal 
rate  was  39  percent.  It  increased  to  46  percent  in  1973.  and  by  1978 
had  actually  increased  to  more  than  half,  or  52  percent  of  all  cases. 
The  SSI  hearing  reversal  rate  has  increased  from  42  percent  in  fiscal 
year  1975  to  47  percent  in  1978. 

The  committee  is  concerned  about  these  State-to-State.  ALJ-to- 
AL  J  variations  and  about  the  high  rate  of  reversal  of  denials  which 
occurs  at  various  stages  of  adjudication,  for  it  indicates  that  possibly 
different  standards  and  rules  for  disability  determinations  are  being 
used  at  the  different  locations  and  stages  of  adjudication. 


54 


co 

CO 
UJ 

O 
O 
cr 


< 


< 
>- 


< 

CO 


03 

T3 

c 

O 


CO 

E.2 


cd"cd 
'c'c 

0)  0) 

OhOh  8^00 

oooooo 
oooooo 
op  pp  r^co 

crfooroco"o~co"' 
oo    oo  'si-  cm 

OOlD'-h 


oooooo 
oooooo 

O  O  VO  CO  <T> 

i^r^  irT^t  «-h 

lOLO^-^t  „ 
00  00 


oooooo 
oooooo 

OOlfl  00<£>CT> 

CT»O(N00C\J 
«-iCT)C\l 


t3  co 

i_  — 
■+->  O 
CO  C 

TJ  ^ 

CJ)  CD 

oco 
c  ^ 

—  CD 

o  £ 
E 
co  en 
c  c 
.2.2 
—  — 

<D  CD 
"D  "D 


CO 


CD  CD 


CO 

C     .  — 

O  -o 

co  c 
©  c  o  o 

■yj  CD  tO_ 

O       CD  CD 
O— >  Q-"D 
r-  r-  CD_I  Q.CD 


k-  CO 

o  ^ 

°  o 

O  O 

co  2 

T3  03 
CT3 

03  03 


O 
'•+■" 

03 
i— 
*-> 

(0 

'c 
E 
< 


CO 


!  £  03 


to  to 

03  03 

■o  "O 


(0—03 
0)  $  ^ 


tj  -c 


I-i  g 

£  03  c 
■O  co^ 

>^  "2 

+->  .—  c 
'i_  C  03 
D  03  ^-n 

OT3  W 
03  ...  3  . 

>v 
CJ 

Q*;  ^3  03 


—  03 
03  _C 


°JZ°-^C0 
_  C  ■£  id  O 


.2  = 

co  !E 


03    ■  03 


03 


CJ  •-  ■- 


03  l/>  C  CJ  •- 

—  ±Z  £3  03  ■£  ^3 

03  3  C  ><  Q-s- 

=  P  03  .t!  q)  O 


~  ro  -a 


111 

CO  o 

=5  > 


ro  a  ro  -  cj  „ 
0)  co  a;  £  c 
TJ  ^"O  03  —  v 
3.0.  =  ^«F 


£  o 


03  CO  _ 

^^■o5ii 

C  0313 
03  "D  03 


55 


Committee  hill. — The  committee  believes  that  while  the  Federal- 
State  determination  system  generally  works  reasonably  well  (many 
State  agencies  do  an  excellent  job) ,  significant  improvements  in  Fed- 
eral management  and  control  over  State  performance  are  necessary 
to  ensure  uniform  treatment  of  all  claimants  and  to  improve  the 
quality  of  decisionmaking  under  the  Nation's  largest  Federal  disabil- 
ity programs. 

In  order  to  strengthen  Federal  management,  the  committee  provi- 
sion would  eliminate  the  current  system  of  negotiated  agreements  be- 
tween the  Federal  Government  and  the  States,  which  gives  the  Secre- 
tary of  Health,  Education,  and  Welfare  only  general  authority  over 
the  program,  and  which  leaves  great  discretion  to  the  States  as  to 
how  the  disability  determination  process  is  to  be  carried  out.  The 
bill  would  give  the  Secretary  the  authority  to  establish,  through  regu- 
lations, the  procedures  and  performance  standards  for  the  State  dis- 
ability determination  procedures.  While  regulations  might  specify, 
for  example,  administrative  structure,  the  physical  location  of  and 
relationship  among  agency  staff  units,  the  emphasis  is  expected  to  be 
on  performance  criteria,  fiscal  control  procedures,  and  other  rules  de- 
signed to  assure  equity  and  uniformity  in  State  agency  disability 
determinations. 

States  would  have  the  option  of  administering  the  program  in  com- 
pliance with  these  standards  or  turning  over  administration  to  the 
Federal  Government.  If  a  State  wishes  to  make  disability  determina- 
tions with  respect  to  only  a  portion  of  the  applicant  population,  the 
committee  bill  would  give  the  Secretary  the  discretion  to  agree  to  such 
an  arrangement  under  such  conditions  as  he  determines  to  be  appro- 
priate. States  that  decide  to  administer  the  program  must  comply  with 
standards  set  by  the  Secretary  subject  to  termination  by  the  Secretary 
if  the  State  substantially  fails  to  comply  with  the  regulations  and 
written  guidelines. 

The  committee  believes  that  this  new  Federal  administrative  author- 
ity will  both  improve  the  quality  of  determinations  and  ensure  that 
claimants  throughout  the  Nation  will  be  judged  under  the  same  uni- 
form standards  and  procedures,  while  preserving  the  basic  Federal- 
State  structure. 

If  a  State  elects  not  to  continue  administration  or  the  Secretary 
terminates  a  State's  administration  because  of  substantial  failure  to 
comply  with  regulations,  it  is  essential  that  there  be  adequate  pro- 
cedures to  establish  Federal  administration.  Two  issues  are  of  particu- 
lar concern :  the  position  of  the  State  employees  involved,  and  the  po- 
tential disruption  of  the  ongoing  determination  process  which  could 
create  hardships  for  disability  applicants. 

Although  the  committee  does  not  expect  any  widespread  departure 
from  traditional  State  administration  of  the  disability  determination 
process,  it  is  prudent  to  prepare  for  this  contingency.  Even  though 
under  existing  law  States  have  the  power  to  terminate  agreements,  the 
Department  of  HEW  appears  not  to  have  done  any  extensive  planning 
for  Federal  administration  of  State  operations. 

Thus,  to  stimulate  Department  planning  and  to  inform  the  Congress 
as  to  what  problems  would  be  presented  and  possible  means  of  al- 
leviating them  the  provisions  would  require  the  Secretary  to  submit 
to  the  Congress,  no  later  than  July  1,  1980,  a  detailed  plan  on  how 
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he  expects  to  assume  the  functions  and  operations  of  a  State  disability 
determination  unit  should  it  become  necessary.  The  bill  further  states 
that  such  a  plan  should  assume  the  uninterrupted  operation  of  the  dis- 
ability determination  process,  including  the  utilization  of  the  best 
qualified  personnel  to  carry  out  this  function. 

The  provision  also  requires  that  recommendations  for  any  amend- 
ments of  Federal  law  or  regulations  required  to  carry  out  the  plan 
should  be  submitted  with  the  report. 

In  further  response  to  concerns  about  the  uniformity  of  decisions, 
the  committee  provision  would  have  the  effect,  over  time,  of  reinstitut- 
ing  the  review  procedure  used  by  SSA  until  1972.  The  committee  pro- 
vision provides  for  pread judicative  Federal  review  of  at  least  15  per- 
cent of  allowances  and  denials  in  fiscal  year  1981,  35  percent  in  1982, 
and  65  percent  in  years  thereafter.  The  requirement  of  reviewing  at 
least  a  fixed  percentage  overall  does  not  mean  that  this  same  percentage 
would  apply  in  every  State,  nor  every  stage  of  adjudication;  the  com- 
mittee would  expect  that  the  Social  Security  Administration  will  re- 
view a  relatively  higher  or  lower  percentage  of  determinations  where 
this  is  merited.  The  requirement  that  this  percentage  of  reviews  be 
made  prior  to  effectuation  of  the  decision  is  not  intended  to  preclude 
other  reviews  the  Secretary  may  find  appropriate  either  before  or 
after  effectuation  nor  actions  he  may  take  as  a  result  of  such  other 
reviews. 

Under  the  committee  bill,  the  Secretary  would  have  the  authority  to 
revise  State  agency  decisions  that  are  unfavorable  to  the  claimant. 
Under  present  law,  the  Secretary  is  permitted  only  to  revise  favorable 
decisions  of  disability  or  establish  a  later  date  of  onset  of  disability. 

Although  the  language  of  the  bill  pertains  only  to  the  DI  program, 
the  committee  expects  that  the  review  procedures  implemented  by 
SSA  will  be  applied  equally  to  both  the  DI  and  SSI  programs,  since 
the  disability  determination  is,  for  the  most  part,  the  same  for  both 
programs.  However,  the  specific  percentage  goals  would  have  to  be 
met.  only  for  the  title  II  program. 

INFORMATION  TO  ACCOMPANY  SECRETARY'S  DECISIONS  AS  TO  CLAIMANT'S 

RIGHTS 

(Section  305  of  the  Bill) 

Present  laiv. — Notices  to  claimants  regarding  the  Secretary's  de- 
cision on  their  claim  for  disability  benefits  provide  little  guidance 
as  to  the  causes  for  a  denial. 

Complaints  about  the  content  of  denial  notices  have  been  voiced 
for  a  long  time.  It  is  felt  that  the  brief  form  letter  which  constitutes 
the  notice  does  not  provide  the  individual  who  has  been  denied  bene- 
fits with  enough  of  the  particulars  of  his  case  to  provide  assurance 
that  his  case  has  been  decided  fairly. 

Committee  bill. — The  committee  provision  would  require  that  no- 
tices be  provided  to  denied  claimants  expressed  in  language  under- 
standable to  the  claimant,  which  include  a  discussion  of  the  evidence 
of  record  and  the  reasons  why  the  disability  claim  is  denied.  This  will 
add  a  number  of  positive  factors  to  the  adjudication  process.  The 
State  agency  decision  will  be  on  a  sounder  base  because  the  examiner 
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will  be  required  to  formulate  the  reasons  for  his  decision  in  written 
form  and  the  claimant  may  be  less  likely  to  appeal  the  decision  if  he 
understands  how  the  law  relates  to  his  particular  case. 

It  is  not  the  intent  of  the  committee  that  the  denial  notification  be 
a  voluminous  document.  Further,  the  statement  of  the  case  should  not 
include  matters  the  disclosure  of  which  (as  indicated  by  the  source  of 
the  information  involved)  would  be  harmful  to  the  claimant,  but  if 
there  is  any  such  matter,  it  may  be  disclosed  to  the  claimant's  repre- 
sentative unless  the  latter's  relationship  with  the  claimant  is  such  that 
disclosure  would  be  as  harmful  as  if  made  to  the  claimant. 

LIMIT  ON  PROSPECTIVE  EFFECT  OF  APPLICATION 

(Section  306  of  the  Bill) 

Present  laiv. — Present  law  provides  that  if  an  applicant  satisfies  the 
requirements  for  benefits  at  any  time  before  a  final  decision  of  the 
Secretary  is  made,  the  application  is  deemed  to  be  filed  in  the  first 
month  for  which  the  requirements  are  met.  One  consequence  of  this 
provision  is  that  the  claimant  is  afforded  a  continuing  opportunity  to 
establish  eligibility  until  all  levels  of  administrative  review  have  been 
exhausted,  i.e.,  until  there  is  a  final  decision.  Thus,  a  claimant  can  con- 
tinue to  introduce  new  evidence  at  each  step  of  the  appeals  process, 
even  if  it  refers  to  the  worsening  of  a  condition  or  to  a  new  condition 
that  did  not  exist  at  the  time  of  the  initial  application.  This  is  fre- 
quently referred  to  as  the  "floating  application"  process. 

Committee  bill. — The  committee  bill  provides  for  foreclosing  the 
introduction  of  new  evidence  with  respect  to  a  previously  filed  appli- 
cation after  the  decision  is  made  at  the  administrative  law  judge 
(ALJ)  hearing,  but  would  not  affect  remand  authority  to  remedy  an 
insufficiently  documented  case  or  other  defect.  The  committee  bill 
makes  this  change  on  a  statutory  basis  only  in  title  II  inasmuch  as 
title  XVI,  unlike  title  II,  does  not  specify  the  period  of  validity  for 
an  application  but  leaves  that  matter  to  be  determined  through  regula- 
tions. Since  the  two  programs  are  administered  jointly,  however,  the 
committee  would  expect  the  same  rule  to  be  followed  in  both  SSI 
and  DL 

The  committee  further  understands  that  SSA  plans  to  experiment 
with  the  use  of  an  SSA  representative  to  present  and  defend  the  recon- 
sideration decision  at  the  hearing.  The  committee  has  been  told  that 
this  new  proceeding  will  create  greater  uniformity  and  consistency  in 
administrative  law  judge  (ALJ)  decisions  and  will  result  in  faster, 
better  decisions.  It  also  will  ensure  that  the  ALJ  is  restricted  to  a 
judgmental  role.  At  present,  the  ALJ  must  conduct  the  Government's 
case,  assist  the  claimant,  and  then  decide  the  outcome  of  the  appeal. 

The  committee  supports  SSA's  plans  to  test  this  approach.  It  under- 
stands that  these  hearings  will  be  conducted  in  compliance  with  the 
Administrative  Procedure  Act. 

The  committee  anticipates  that  the  administration  would  provide 
the  committee  with  full  information  on  the  results  of  the  experiment, 
including  the  potential  effects  on  administrative  and  benefit  expendi- 
tures, before  any  decision  is  made  to  implement  the  new  "adversary 
proceeding"  nationally. 
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MODIFICATION  OF  SCOPE  OF  FEDERAL  COURT  REVIEW  AND  LIMITATION  OF 

COURT  REMANDS 

(Section  307  of  the  Bill) 

Present  Imv. — Eeview  of  a  case  by  the  Appeals  Council  of  the  Office 
of  Hearings  and  Appeals  is  the  final  recourse  a  claimant  has  within 
the  administrative  review  process  of  the  Social  Security  Administra- 
tion if  he  is  dissatisfied  with  the  disposition  of  his  case.  However,  in- 
creasing reversal  of  the  Agency's  final  decision  is  being,  pursued  in  a 
U.S.  district  court. 

The  number  of  appeals  filed  with  Federal  district  courts  has  grown 
dramatically  in  the  last  decade.  As  is  the  situation  of  the  workload  of 
the  Office  of  Hearings  and  Appeals,  the  vast  majority  of  the  court 
cases  involve  disability.  Between  1955  and  1970,  the  number  of  disa- 
bility appeals  filed  with  Federal  district  courts  totaled  slightly  under 
10,000  cases  for  the  entire  period.  Currently,  there  are  approximately 
15,000  DI  and  SSI  disability  cases  pending  in  the  Federal  court 
system. 

The  statutory  base  underpinning  the  scope  of  judicial  review  of  de- 
terminations made  by  the  Agency  is  found  in  section  205(g)  of  the 
Social  Security  Act : 

The  Court  shall  have  power  to  enter,  upon  the  pleadings, 
and  transcript  of  the  record,  a  judgment  affirming,  modify- 
ing, or  reversing  the  decision  of  the  Secretary,  with  or  with- 
out remanding  the  cause  for  a  hearing.  The  findings  of  the 
Secretary  as  to  any  fact,  if  supported  by  substantial  evidence, 
shall  be  conclusive,  *  *  *  (emphasis  supplied) 

In  theory,  the  "substantial  evidence  rule"  imposed  on  the  courts 
contrasts  the  review  at  that  level  with  those  conducted  within  the 
administrative  process  of  the  Social  Security  Administration  in  which 
cases  are  reviewed  "de  novo."  Complaints  have  long  been  made  by  the 
Social  SecurityAdministration  and  others  that  the  courts  have  fre- 
quently by-passed  the  substantial  evidence  rule  by  substituting  their 
judgment  of  the  facts  for  those  of  agency  adjudicators. 

In  addition  to  concern  about  the  growth  of  the  courts'  workloads 
and  adherence  to  the  substantial  evidence  rule,  concern  has  been  ex- 
pressed about  the  Secretary's  authority,  on  his  own  motion,  to  remand 
a  case  back  to  an  ALJ  prior  to  filing  his  answer  in  a  court  case. 

Some  critics  have  suggested  that  such  absolute  discretion  gives  the 
Secretary  potential  authority  to  remand  cases  back  so  that  they  can  be 
strengthened  to  sustain  court  scrutiny.  Others  have  suggested  that 
such  a  device  also  may  have  the  tendency  to  lead  to  laxity  in  appeals 
council  review  in  that  it  will  give  the  council  another  look  at  the  case 
if  the  claimant  decides  to  go  to  court. 

Similarly,  under  existing  law  the  court  itself,  on  its  own  motion  or 
on  motion  of  the  claimant,  has  discretionary  authority  "for  good 
cause"  to  remand  the  case  back  to  the  ALJ.  It  would  appear  that, 
although  many  of  these  court  remands  are  justified,  some  remands  are 
undertaken  because  the  judge  disagrees  with  the  outcome  of  the  case 
even  though  he  would  have  to  sustain  it  under  the  "substantial  evi- 
dence rule."  Moreover,  the  number  of  these  court  remands  seems  to 
be  increasing. 
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Committee  bill. — The  committee  provision  would  modify  the  scope 
of  Federal  court  review  so  that  the  Secretary's  determinations  with 
respect  to  facts  would  be  final,  unless  found  to  be  arbitrary  and  capri- 
cious. The  committee  intends  that  the  courts  should  apply  this  test 
strictly  and  not  use  it  as  a  means  of  substituting  the  judgment  of  the 
court  for  the  judgment  of  an  administrative  law  judge  as  to  evidenti- 
ary adequacy.  The  substantial  evidence  requirement  would  be  deleted. 
This  would  apply  to  decisions  under  both  the  OASDI  and  SSI  pro- 
grams. The  committee  provision  also  would  eliminate  the  provision  in 
present  law  which  requires  that  cases  which  have  been  appealed  to  the 
district  court  be  remanded  by  the  court  to  the  Secretary  upon  motion 
by  the  Secretary.  Instead,  remand  requested  by  the  Secretary  would  be 
discretional  with  the  court,  and  only  on  motions  of  the  Secretary 
where  "good  cause"  was  shown.  The  bill  would  continue  the  provision 
of  present  law  which  gives  the  court  discretionary  authority  to  remand 
cases?  to  the  Secretary,  but  adds  the  requirement  that  remand  for  the 
purpose  of  taking  new  evidence  be  limited  to  cases  in  which  there  is  a 
showing  that  there  is  new  evidence  which  is  material  and  that  there 
was  good  cause  for  failure  to  incorporate  it  into  the  record  in  a  prior 
proceeding. 

TIME  LIMITATIONS  FOR  DECISIONS  OX  BENEFIT  CLAIMS 

(Section  308  of  the  Bill) 

Present  laio. — Under  present  law  and  regulations  there  is  no  limit 
on  the  time  taken  by  the  Social  Security  Administration  to  adjudicate 
cases  at  any  stage  of  adjudication.  Several  Federal  district  courts 
have  imposed  such  limits  at  the  hearing  level  and  numerous  bills  have 
been  introduced  to  set  such  limits  at  various  levels  of  adjudication. 

Committee  hill. — The  committee  provision  requires  the  Secretary  of 
HETT  to  submit  a  report  to  Congress  no  later  than  July  1, 1980,  recom- 
mending appropriate  time  limits  for  the  various  levels  of  adjudication. 

The  provision  requires  the  Secretary  in  recommending  the  limits  to 
give  adequate  consideration  to  both  speed  and  quality  of  adjudication. 
The  Secretary's  recommendations  also  should  reflect  the  requirement 
added  by  this  bill  for  Federal  review  of  State  allowances  and  denials. 
Congress  could  then  evaluate  the  recommendations  for  consistency 
with  the  elements  it  wishes  to  emphasize  and,  if  needed,  take  further 
action  next  year. 

PAYMENT  FOR  EXISTING  MEDICAL  EVIDENCE 

(Section  309  of  the  Bill) 

Present  law. — Under  present  law,  authority  does  not  exist  to  pay 
physicians  and  other  potential  sources  of  medical  evidence  for  medical 
information  already  in  existence  when  a  claimant  files  an  application 
for  disability  insurance  benefits.  Such  authority  does  exist  in  the  SSI 
program. 

The  committee  believes  that  information  needed  to  adjudicate  cases 
could  be  obtained  more  expeditiously,  and  possibly  avoid  the  need  for 
further  medical  consultative  examinations,  if  existing  potential  sup- 
pliers of  information  could  be  reimbursed  for  making  their  informa- 
tion available. 
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Committee  bill. — The  committee  bill  provides  that  any  non-Federal 
hospital,  clinic,  laboratory,  or  other  provider  of  medical  services,  or 
physician  not  in  the  employment  of  the  Federal  Government,  which 
supplies  medical  evidence  requested  and  required  by  the  Secretary  for 
making  determinations  of  disability,  shall  be  entitled  to  payment  from 
the  Secretary  for  the  reasonable  cost  of  providing  such  evidence. 

PAYMENT  OF  CERTAIN  TRAVEL  EXPENSES 

(Section  310  of  the  Bill) 

Present  law. — Under  present  law,  explicit  authority  does  not  exist 
under  the  Social  Security  Act  to  make  payments  from  the  trust  funds, 
to  individuals  to  cover  travel  expenses  incident  to  medical  examina- 
tions requested  by  the  Secretary  in  connection  with  disability  deter- 
minations, and  to  applicants,  their  representatives,  and  any  reasonably 
necessary  witnesses  for  travel  expenses  incurred  to  attend  reconsidera- 
tion interviews  and  proceedings  before  administrative  law  judges.  Such 
authority  now  is  being  provided  annually  under  appropriation  acts. 

Committee  bill. — The  committee  bill  provides  permanent  authority 
for  payment  of  the  travel  expenses  of  individuals  (and  their  represen- 
tatives m  the  case  of  reconsideration  and  ALJ  hearings)  resulting 
from  participation  in  various  phases  of  the  adjudication  process. 

PERIODIC  REVIEW  OF  DISABILITY  DETERMINATIONS 

(Section  311  of  the  Bill) 

Present  law. — Under  present  administrative  practices  the  State 
agency  not  only  has  the  function  of  deciding  who  comes  on  the  dis- 
ability rolls,  it  must  also  make  determinations  as  to  whether  indi- 
viduals stay  on  the  rolls. 

There  is,  however,  no  requirement  for  periodic  redetermination  of 
disability  for  all  or  even  a  sizable  proportion  of  persons  who  are  re- 
ceiving disability  benefits.  The  Social  Security  claims  manual  instructs 
State  agencies  on  certain  kinds  of  cases  that  are  to  be  selected  for 
investigation  of  continuing  entitlement  to  disability  benefits  by  meaTis 
of  a  medical  diary  procedure.  The  agencies  are  cautioned  that  most 
allowed  cases  involve  chronic,  static,  or  progressive  impairments  sub- 
ject to  little  or  no  medical  improvement.  In  others,  the  manual  further 
states  that  even  though  some  improvement  may  be  expected,  "the 
likelihood  of  finding  objective  medical  evidence  of  'recovery'  has  be^n 
shown  by  case  experience  to  be  so  remote  as  not  to  justify  establishing 
a  medical  reexamination  diary."  In  general,  according  to  the  claims 
manual,  case  are  to  be  "diaried"  for  medical  reexamination  only  if 
the  impairment  is  one  of  13  specifically  listed  impairments. 

The  high  degree  of  selectivity  used  in  designating  cases  for  medical 
reexamination  is  illustrated  by  the  following  statistics  for  title  II.  In 
1977,  there  were  about  2.7  million  disabled  workers  in  current  pay 
status.  The  number  of  continuing  disability  investigations  (CDIs)  in 
that  year  for  disabled  workers  was  only  about  165,000.  Numerous 
critics,  including  many  within  the  Social  Security  Administration, 
believe  that  the  highly  selective  diary  criteria  and  other  continuing 
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review  procedures  are  inadequate  and  result  in  the  continued  payment 
of  benefits  to  many  persons  who  have  medically  or  otherwise  recovered 
from  their  disability. 

Committee  hill. — The  committee  provision  provides  that  there  will 
be  a  review  of  the  status  of  disabled  beneficiaries  whose  disability  has 
not  been  determined  to  be  permanent  at  least  once  every  three 
years.  This  review  is  not  intended  to  supplant  the  existing  reviews  of 
eligibility  that  are  already  being  conducted  such  as  those  under  the 
current  "diary"  procedures.  Moreover,  the  committee  expects  that  even 
cases  where  the  initial  prognosis  shows  the  probability  that  the  condi- 
tion will  be  permanent  will  be  subject  to  periodic  review,  although 
not  necessarily  every  three  years  in  selective  circumstances.  The  com- 
mittee believes  that  such  procedures  should  be  applied  on  the  same 
basis  to  the  DI  and  SSI  programs. 

E.  Provisions  Relating  to  AFDC  and  Child  Support  Programs 

AFDC   WORK  REQUIREMENT 

(Section  401  of  the  Bill) 

Present  law. — Adult  members  of  AFDC  families  who  are  cap- 
able of  employment  are  required  to  register  for  participation  in  the 
work  incentive  (WIN)  program  established  under  title  IV-C  and  to 
accept  training  or  employment  offered  through  that  program.  Federal 
funding  for  the  WIN  program,  including  the  costs  of  necessary  sup- 
portive services,  is  provided  at  a  90-percent  matching  rate.  This  pro- 
gram is  subject  to  annual  appropriations  and  is  presently  funded  at  a 
level  of  $365  million. 

The  work  incentive  program  was  originally  enacted  by  Congress  in 
1967  with  the  purpose  of  reducing  welfare  dependency  through  the 
provision  of  manpower  training  and  job  placement  services.  In  1971 
the  Congress  adopted  amendments  aimed  at  strengthening  the  admin- 
istrative framework  of  the  program  and  at  placing  greater  emphasis 
on  immediate  employment  instead  of  institutional  training,  thus  spe- 
cifically directing  the  program  to  assist  individuals  in  the  transition 
from  welfare  to  work. 

The  1971  amendments  required  that  all  persons  at  least  16  years 
of  age  and  receiving  AFDC  benefits  must  register  for  WIN,  unless 
caretaker  of  a  child  under  age,  legally  exempt  by  reason  of  health, 
disability,  needed  in  the  home,  advanced  age,  student  status,  or  geo- 
graphic location.  Registrants  selected  for  participation  in  WIN  must 
accept  available  jobs,  training,  or  needed  services  to  prepare  them  for 
employment.  Refusal  to  do  so  without  good  cause  will  result  in  termi- 
nation of  their  AFDC  payments. 

Since  these  amendments  were  enacted,  there  has  been  a  significant 
increase  in  the  number  of  persons  placed  in  employment  with  resultant 
savings  in  AFDC  funding.  In  fiscal  year  1976,  158,000  WIN  regis- 
trants entered  employment.  Of  these,  87,000  individuals,  plus  the  chil- 
dren of  these  individuals,  went  off  of  welfare  completely  as  a  result  of 
sufficiently  high  earnings.  In  fiscal  year  1978,  235,000  WIN  registrants 
entered  employment,  an  increase  of  49  percent  over  1976,  with  136,- 
200  of  these  individuals  and  their  families  going  off  welfare,  an  in- 
crease of  30  percent  over  1976.  The  table  below  provides  additional 
data  on  the  WIN  program. 
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Committee  Mil. — Despite  growing  success  in  placing  AFDC  recipi- 
ents in  employment,  the  committee  believes  that  the  present  statutory 
requirements  should  be  strengthened  in  such  a  way  as  to  provide  ad- 
ditional encouragement  for  welfare  recipients  to  move  into  employ- 
ment. The  committee  further  believes  that  AFDC  recipients  who  are 
able  to  work  should  be  required  to  actively  seek  employment  and  that 
this  should  be  made  explicit  in  the  law.  The  committee  amendment 
therefore  would  amend  title  IV-A  to  provide  that  AFDC  recipients 
who  are  not  excluded  from  WIN  registration  by  law  will  be  required, 
as  a  condition  of  continuing  eligibility  for  AFDC,  to  participate  in 
the  full  range  of  employment-related  activities  which  are  part  of  the 
WIN  program,  including  employment  search  activities.  The  Employ- 
ment and  Training  Administration  of  the  Labor  Department  esti- 
mates that  if  States  elected  to  use  employment  search  as  a  primary  ac- 
tivity, over  200,000  WIN  registrants  could  participate  in  such  activi- 
ties and  that  31  percent  would  be  retained  in  employment.  The  commit- 
tee anticipates  that  with  such  an  employment  search  requirement, 
substantial  numbers  of  AFDC  recipients  will  find  jobs  and  welfare 
costs  will  be  reduced. 

The  employment  search  mandated  by  the  committee  amendment  is 
not  to  be  mechanically  applied  to  require  every  individual  to  make  a 
specific  number  of  employment  contacts.  Rather,  the  term  is  to  be  in- 
terpreted to  mean  those  activities  determined  by  the  State  agency  to 
be  appropriate  for  WIN  registrants  to  undertake  to  actively  seek  em- 
ployment. Employment  search  activities  are  intended  to  be  supported 
by  necessary  services.  Thus  the  amendment  would  require  the  provision 
of  such  social  and  supportive  services  as  are  necessary  to  enable  the 
individual  actively  to  engage  in  activities  related  to  finding  employ- 
ment and,  for  a  period  thereafter,  as  are  necessary  and  reasonable  to 
enable  him  to  retain  employment.  For  example,  transportation  costs 
which  are  necessary  for  employment  search  would  be  covered,  as  would 
the  costs  of  necessary  child  care.  However,  the  committee  expects 
the  program  to  be  so  managed  that  the  need  for  child  care  will 
be  minimized. 

Under  present  law  State  matching  for  supportive  services  must 
be  in  the  form  of  cash.  The  committee  amendment  would  make  it 
easier  for  the  State  to  provide  the  required  10  percent  State  matching 
by  allowing  matching  in  the  form  of  inkind  goods  and  services. 

The  amendment  would  provide  for  locating  supportive  services  to- 
gether with  manpower  services  to  the  maximum  extent  feasible,  elimi- 
nate the  requirement  for  a  60-day  counseling  period  before  assistance 
can  be  terminated,  and  authorize  the  Secretaries  of  Labor  and  HEW  to 
establish  the  period  of  time  during  which  an  individual  will  not  be 
eligible  for  assistance  in  the  case  of  a  refusal  without  good  cause  to 
participate  in  a  WIN  program  or  accept  employment.  The  amendment 
also  clarifies  the  treatment  of  earned  income  derived  from  public  serv- 
ice employment,  and  adds  to  those  excluded  from  the  work  registration 
requirement,  individuals  who  are  working  at  least  30  hours  a  week. 

MATCHING  FOR  AFDC  ANTIFRAUD  ACTIVITIES 

(Section  402  of  the  Bill) 

Present  law.— In  fiscal  year  1977  States  reported  183,190  AFDC 
cases  in  which  there  was  a  question  of  fraud  sufficient  to  require  in- 
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vestigation  of  the  facts  involved.  This  was  10  percent  above  the  number 
reported  for  1976.  Although  data  are  too  sketchy  to  conclude  that  there 
has  recently  been  any  significant  increase  in  the  incidence  of  fraud, 
there  has  been  increasing  emphasis  by  the  States  on  the  prevention, 
deterrence,  detection,  referral  for  prosecution,  and  recovery  of  over- 
payments in  cases  involving  questions  of  fraud.  Despite  this  increased 
activity  on  the  part  of  the  States,  a  number  of  problems  have  been 
cited  in  State  efforts  to  deal  with  welfare  cases  involving  the  question 
of  recipient  fraud.  The  1977  fiscal  year  report  by  the  Department  of 
Health,  Education,  and  Welfare  on  the  "Disposition  of  Public  Assist- 
ance Cases  Involving  Questions  of  Fraud"  includes  a  discussion  of 
comments  made  by  State  welfare  agencies  on  trends  and  developments 
in  antifraud  programs  during  the  year.  Comments  include  the  observa- 
tion that  the  statute  of  limitations  frequently  is  a  cause  for  the 
dismissal  of  cases,  which  indicate  backlogs.  It  was  also  noted  that  bet- 
ter preparation  of  cases  referred  to  law  enforcement  agencies  results 
in  more  prompt  indictments  and/or  convictions.  A  report  for  the  prior 
year  includes  the  following  analysis  of  State  activities : 

Inadequate  staffing  is  a  major  problem  plaguing  the  iden- 
tification of  cases  which  involve  an  intent  to  defraud,  and 
those  which  represent  overpayments  of  illegal  receipt  of  as- 
sistance. It  also  affects  the  actual  gathering  of  essential  infor- 
mation for  appropriate  preparation  of  information  to  prove 
fraud  cases  for  presentation  to  prosecuting  attorneys.  Local 
law  enforcement  agencies  also  suffer  from  staff  shortages,  re- 
sulting in  complaints  from  some  States  of  inaction  by  county 
prosecutors  on  cases  which  Welfare  Board  Officials  feel  should 
be  prosecuted ;  of  long  time  lapses  between  referral  by  prose- 
cuting officers  and  action  taken  on  cases  due  to  backlog  of  all 
criminal  cases ;  and  of  prosecutors  placing  a  higher  priority 
on  the  prosecution  of  crimes  other  than  welfare  fraud  because 
of  a  lack  of  prosecutors. 

Recently  there  has  been  increased  emphasis  in  the  Department  of 
Health,  Education,  and  Welfare  on  activities  to  curb  fraud  in  welfare 
programs.  The  committee  endorses  this  emphasis,  and  expects  that  the 
Department  will  continue  to  improve  the  administration  of  its  pro- 
grams through  more  rigorous  efforts  to  limit  program  abuse.  The  com- 
mittee realizes,  however,  that  it  is  the  States  that  must  bear  the  major 
burden  of  conducting  antifraud  activities.  At  the  present  time,  they 
are  entitled  to  Federal  matching  for  antifraud  activities  as  part  of 
their  regular  administrative  expenditures,  at  a  50-percent  matching 
rate. 

An  analysis  of  quality  control  data  shows  that  over  6  percent  of  all 
AFDC  cases  are  fraudulent  while  11  percent  of  the  cases  in  error  are 
nonfraudulent.  The  fraud  cases  represent  50  percent  of  the  total  dol- 
lar errors  (AFDC,  food  stamps  and  medicaid).  The  average  fraud 
case  has  a  $281  total  dollar  error  compared  to  $149  per  nonfraud  case. 
It  is  apparent  that  concentrating  on  reducing  fraud  cases  would  be  of 
great  economic  value  to  the  Government. 

Committee  hill. — The  committee  believes  that  the  new  concern  for 
curbing  fraud  and  abuse  in  welfare  programs  which  has  recently 
been  demonstrated  by  the  administration  and  by  the  Department  of 
Health,  Education,  and  Welfare  should  have  the  effect  of  further 
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encouraging  the  States  to  pursue  the  identification  and  prosecution 
of  fraud.  The  committee  believes,  however,  that  the  States  should 
be  given  positive  assistance  to  accomplish  this.  The  committee  amend- 
ment therefore  would  increase  the  matching  rate  to  75  percent  for 
State  and  local  AFDC  antifraud  activities  for  costs  incurred  (1)  by 
the  welfare  agencies  in  the  establishment  and  operation  of  one  or  more 
identifiable  fraud  control  units;  (2)  by  attorneys  employed  by  the 
State  or  local  welfare  agencies  (but  only  for  the  costs  identifiable  with 
the  AFDC  antifraud  activities)  ;  and  (3)  by  attorneys  retained  under 
contract  (such  as  the  office  of  the  State  attorney). 

USE  OF  IRS  TO  COLLECT  CHILD  SUPPORT  FOR  XOX-AFDC  FAMILIES 

(Section  403  of  the  Bill) 

Present  law. — Present  law  authorizes  States  to  use  the  Federal 
income  tax  mechanism  for  collecting  support  payments  for  families 
receiving  AFDC.  if  the  State  has  made  diligent  and  reasonable  efforts 
to  collect  the  payments  without  success  and  the  amount  sought  is 
based  on  noncompliance  with  a  court  order  for  support.  States  have 
access  to  IRS  collection  procedures  only  after  certification  of  the 
amount  of  the  child  support  obligation  by  the  Secretary  of  Health. 
Education,  and  Welfare,  or  his  designee.  There  must  also  be  an 
agreement  that  the  State  will  reimburse  the  United  States  for  any 
costs  involved  in  making  the  collection.  The  Secretary  of  HEAT  in 
consultation  with  the  Secretary  of  Treasury,  is  authorized  to  establish 
by  regulation  criteria  for  accepting  amounts  for  collection  and  for 
making  certification,  including  imposing  limitations  on  the  frequency 
of  making  certifications. 

This  provision  for  using  the  IRS  in  child  support  collections  has  been 
used  very  sparingly  by  the  States.  It  is,  however,  recognized  as  an 
integral  part  of  the  child  support  collection  process  which  can  be  used 
after  other  efforts  to  collect  delinquent  child  support  payments  have 
proved  ineffective. 

Committee  hill. — The  committee  has  been  informed  that  a  number  of 
States  believe  their  child  support  programs  would  be  strengthened  if 
the  IRS  collection  procedures  which  are  now  available  for  collections 
in  behalf  of  families  receiving  AFDC  were  also  available  for 
families  receiving  State  child  support  services  who  have  not  applied 
for  welfare  payments.  The  committee  bill  would  extend  IRS's  col- 
lection responsibilities  to  non-AFDC  child  support  enforcement  cases, 
subject  to  the  same  certification  and  other  requirements  that  are  now 
applicable  in  the  case  of  families  receiving  AFDC. 

SAFEGUARDTXG  TXFORMATTOX 

(Section  404  of  the  Bill) 

Present  law. — Present  law  provides  in  part  that  State  plans  under 
title  IV- A  (AFDC)  include  safeguards  which  prevent  disclosure  of 
<"he  name  or  address  of  AFDC  applicants  or  recipients  to  any  com- 
mittee or  a  legislative  bodv.  HETT  regulations  include  Federal.  State, 
or  local  committees  or  legislative  bodies  under  this  provision.  Under 
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their  guidelines,  HEW  exempts  audit  committees  from  this  exclusion. 
Several  States,  however,  do  not  honor  the  HEW  exemption. 

Committee  bill. — The  committee  amendment  would  modify  the  law 
to  clarify  that  any  governmental  agency  (including  any  legislative 
body  or  component  or  instrumentality  thereof)  authorized  by  law  to 
conduct  an  audit  or  similar  activity  in  connection  with  the  administra- 
tion of  the  AFDC  program  is  not  included  in  the  prohibition.  The 
amendment  would  make  similar  changes  with  regard  to  audits  under 
title  XX  of  the  Social  Security  Act. 

FEDERAL  MATCHING  FOR  CHILD  SUPPORT  DUTIES  PERFORMED  BY 
COURT  PERSONNEL 

(Section  405  of  the  Bill) 

Present  Imo. — The  child  support  and  establishment  of  paternity 
program,  enacted  at  the  end  of  the  94th  Congress  as  title  IV-D  of  the 
Social  Security  Act,  mandates  aggressive  administration  at  both  the 
Federal  and  State  levels  with  various  incentives  for  compliance  and 
with  penalties  for  noncompliance.  The  program  includes  child  support 
enforcement  services  for  both  Avelfare  and  nonwelfare  families.  The 
child  support  enforcement  program  leaves  basic  responsibility  for 
child  support  and  establishment  of  paternity  to  the  States,  but  pro- 
vides for  an  active  role  on  the  part  of  the  Federal  Government  in 
monitoring  and  evaluating  State  child  support  enforcement  programs, 
in  providing  technical  assistance,  and,  in  certain  instances,  in  under- 
taking to  give  direct  assistance  to  the  States  in  locating  absent  parents 
and  obtaining  support  payments  from  them. 

The  legislation  creating  the  child  support  program  requires  each 
State  to  have  a  program  of  child  support  collection  and  paternity 
establishment  services  for  both  AFDC  and  non-AFDC  families  ad- 
ministered by  a  single  and  separate  organizational  unit  within  the 
State  under  a  separate  State  plan  for  child  support  administered 
separately  from  other  State  plans.  The  States  administer  the  child 
support  program  through  separate  child  support  agencies,  popularly 
referred  to  as  IV-D  agencies.  Present  law  requires  that  State  child 
support  plans  provide  for  entering  into  cooperative  arrangements 
with  appropriate  courts  and  law  enforcement  officials  to  assist  the 
child  support  agency  in  administering  the  program.  The  law  specifi- 
cally requires  the  entering  into  of  financial  arrangements  with  such 
courts  and  officials  in  order  to  assure  optimum  results  under  the  child 
support  program  and  with  respect  to  any  other  matters  of  common 
concern  to  the  courts  and  the  child  support  agency.  Federal  regulations 
are  now  written  in  such  a  way  as  to  allow  States  to  claim  Federal 
matching  for  the  compensation  of  district  attorneys,  attorneys  general 
and  similar  public  attorneys  and  prosecutors  and  their  staff.  However, 
States  may  not  receive  Federal  matching  for  expenditures  (including 
compensation)  for  or  in  connection  with  judges  or  other  court  officials 
making  judicial  decisions,  and  other  supportive  and  administrative 
personnel. 

In  the  first  47  months  of  the  child  support  program  (August  1975 
throusrh  June  30,  1979),  States  have  reported  total  collections  of  over 
$3.6  billion  of  which  $1.6  billion  was  for  AFDC  families  and  $2.0 
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billion  was  for  families  not  on  welfare,  at  a  total  cost  of  $1.0  billion 
or  28  cents  per  dollar  collected. 

In  the  first  47  months  of  the  child  support  enforcement  program, 
1.573,000  absent  parents  were  located;  there  were  970,000  support  obli- 
gations established ;  and  paternity  was  established  by  the  courts  for 
323.000  children. 

^  The  heavy  impact  on  the  court  systems  of  the  cities,  counties,  and 
States  is  apparent  from  statistics  showing  the  tremendous  increase  in 
child  support  activity  in  these  areas  since  the  program's  inception  in 
1976.  In  fiscal  year  1976,  184,000  parents  were  located.  The  number  of 
parents  located  in  fiscal  year  1978  was  519,000,  an  increase  of  182  per- 
cent in  2  years.  In  fiscal  year  1976,  76,000  support  obligations  were 
established.  The  number  of  support  obligations  established  in  fiscal 
year  1978  was  350,000,  an  increase  of  361  percent  in  2  years.  In  fiscal 
year  1976  15,000  paternities  were  established.  The  number  of  paterni- 
tie  established  in  fiscal  year  1978  was  123,000,  an  increase  of  820 
percent  in  just  2  years. 

Table  19  compares  the  monthly  number  of  child  support  actions  with 
the  number  of  new  AFDC  "unwed  mother"  cases  opened  each  month. 
It  is  quite  apparent  that,  except  for  California,  the  number  of  "unwed 
mother"  AFDC  cases  opened  every  month  far  exceeds  the  child  support 
actions  to  establish  paternity  in  AFDC  cases. 

Table  20  compares  the  number  of  parents  located  by  the  child  sup- 
port program  with  the  number  of  AFDC  cases  opened  each  month. 
Despite  the  fact  that  several  large  States  fall  far  below  the  national 
norm,  it  is  evident  that  the  parent  location  activity  in  most  States  is 
effectively  reducing  the  backlog  of  existing  AFDC  "desertion"  cases  as 
well  as  acting  on  new  cases  as  they  are  approved  for  AFDC  benefits. 

Table  21  shows  the  projected  backlog  of  paternity  and  location  cases 
not  yet  acted  upon  by  the  child  support  agency  because  the  AFDC 
worker  has  not  made  the  required  referral  action  to  the  child  support 
agency. 

Table  22  shows  that  the  average  duration  in  AFDC  cases  where  the 
AFDC  worker  has  not  made  the  required  referral  action  to  the  child 
support  agency  is  58  months. 

The  success  of  the  child  support  program  in  locating  absent  parents 
and  having  the  paternity  of  children  established  is  gratifying  to  the 
committee,  although  the  committee  realizes  that  there  is  an  enormous 
task  still  ahead  for  child  support.  But  even  this  first  push  to  solve  the 
problems  which  child  support  agencies  are  required  to  do  under  present 
laws  has  created  a  tremendous  backlog  of  cases  awaiting  court  action 
in  some  States.  The  committee  staff  estimates  that  just  in  the  area  of 
paternity  determination  by  courts  there  are  over  150,000  cases  in  the 
courts  awaiting  action.  In  the  city  of  Philadelphia,  Pa.,  there  are  over 
30,000  cases  for  paternity  establishment  awaiting  court  action.  The 
committee  is  concerned  that  this  backlog  exists  in  one  of  the  key  ele- 
ments of  the  child  support  program. 

Committee  till. — The  committee  amendment  would  allow  Federal 
matching  for  those  additional  costs  of  the  IV-D  program  not  provided 
for  under  current  regulations.  Matching  would  cover  expenditures  (in- 
cluding compensation)  for  judges  or  other  persons  making  judicial 
determinations,  and  other  support  and  administrative  personnel  of  the 
courts  who  perform  IV-D  functions,  but  only  for  those  functions  spe- 
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cifically  identifiable  as  IV-D  functions.  Matching  would  be  paid  by  the 
State  agency  directly  to  the  courts  if  the  State  so  provided.  Current 
levels  of  spending  in  the  State  for  these  newly  matched  activities  would 
have  to  be  maintained.  No  matching  would  be  available  for  expendi- 
tures incurred  before  January  1, 1980. 

CHILD  SUPPORT  MANAGEMENT  INFORMATION  SYSTEM 

(Section  406  of  the  Bill) 

Present  law. — There  is  increasing  evidence  that  administration  of 
State  welfare  programs  could  be  significantly  improved  if  States 
establish  and  use  computerized  information  systems  in  the  manage- 
ment and  operation  of  their  programs.  The  committee  has  approved, 
as  another  provision  of  this  bill,*an  amendment  to  provide  States 
with  increased  Federal  matching  for  such  systems  for  use  in  admin- 
istering their  AFDC  programs.  That  amendment  would  increase 
the  rate  of  matching  to  90  percent  for  the  costs  of  developing  and 
implementing  AFDC  systems  and  to  75  percent  for  the  costs  of 
operating  them.  These  percentages  correspond  to  the  matching  that 
is  available  to  the  States  for  use  in  their  medicaid  programs. 

At  the  present  time,  States  and  localities  that  wish  to  establish  and 
use  computerized  information  systems  in  the  management  of  their 
child  support  programs  are  eligible  to  receive  To  percent  matching  of 
their  expenditures.  This  is  the  percentage  matching  which  they  re- 
ceive for  all  costs  of  administering  the  child  support  program. 

Committee  bill. — The  committee  believes  that  States  should  be  en- 
couraged to  develop  and  use  management  information  systems  for 
all  programs  in  their  welfare  systems  in  order  to  provide  better  man- 
agement of  their  programs  and  to  expedite  coordination  among  pro- 
grams and  across  jurisdictions.  The  committee  believes  that  the  child 
support  program  is  vital  to  the  success  of  each  State's  welfare  sys- 
tem and  improvements  in  its  operation  should  also  be  encouraged. 
The  committee  bill  therefore  would  provide  an  incentive  to  State 
child  support  enforcement  agencies  to  develop  new  systems,  to  ex- 
pand or  enhance  their  existing  systems,  or  to  utilize  model  systems 
developed  by  HEW's  Office  of  Child  Support  Enforcement  by  in- 
creasing the  rate  of  matching  to  90  percent  for  the  costs  of  develop- 
ing and  implementing  the  systems.  The  cost  of  operating  such 
systems  would  continue  at  the  75  percent  matching  rate. 

Under  the  amendment,  the  Office  of  Child  Support  Enforcement, 
Department  of  Health,  Education,  and  Welfare,  would  be  required, 
on  a  continuing  basis,  to  provide  technical  assistance  to  the  States 
and  would  have  to  approve  the  State  system  as  a  condition  of  Federal 
matching.  (Continuing  review  of  the  State  systems  would  also  be 
required. ) 

To  qualify  for  HEW  approval,  the  system  would  have  to  meet 
specific  requirements,  including  capacity  to  account  for  child  support 
collections  and  distributions ;  handle  billing,  monitoring  and  enforce- 
ment; provide  management  information;  provide  for  cross-checking 
with  AFDC  records;  handle  interstate  activity;  provide  necessary 
data  for  Federal  statistical  reporting  requirements;  and  assure 
security  against  unauthorized  access  to,  or  use  of,  the  data  in  the 
system. 
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Such  approval  would  be  based  on  the  Secretary's  finding  that  the 
initial  and  annually  updated  advanced  automatic  data  processing 
document,  which  each  State  must  have,  will,  when  implemented,  gen- 
erally carry  out  the  objectives  of  the  management  system.  Such  a 
document  would  provide  for  the  conduct  of,  and  reflect  the  results  of, 
requirements  analysis  studies,  contain  a  description  of  the  proposed 
management  system,  indicate  the  security  and  interface  requirements 
in  the  system,  describe  the  projected  and  expected  to  be  available 
resource  requirements  for  staff  and  other  needs,  contain  an  imple- 
mentation plan  and  backup  procedures  to  handle  possible  failure,  con- 
tain a  summary  of  the  system  in  terms  of  qualitative  and  quantitative 
benefits  and  provide  such  other  information  as  the  Secretary  deter- 
mines under  regulation  is  necessary. 

AFDC  MANAGEMENT  INFORMATION  SYSTEM 

(Section  407  of  the  Bill) 

Present  law. — There  is  increasing  evidence  that  administration  of 
the  AFDC  program  could  be  significantly  improved  if  States  establish 
and  use  computerized  information  systems  in  the  management  of  their 
programs.  Such  systems  have  been  demonstrated  to  be  helpful  in  pro- 
gram planning  and  evaluation.  They  also  make  day-to-day  operations 
more  efficient,  and  they  are  crucial  to  assuring  that  eligibility  deter- 
minations are  properly  made  and  that  fraud  and  abuse  are  discovered 
on  a  timely  and  ongoing  basis.  Although  the  merits  of  such  systems  are 
generally  recognized,  the  States  have  been  slow  to  develop  them  be- 
cause of  the  large  initial  outlays  which  are  necessary,  and  because  of 
the  ongoing  cost  of  operating  them.  States  may  currently  receive  Fed- 
eral matching  for  the  systems  as  an  administrative  cost,  but  Federal 
matching  is  limited  to  50  percent.  This  is  in  contrast  to  the  medicaid 
program,  in  which  90  percent  Federal  matching  is  authorized  for  the 
cost  of  developing  and  implementing  computer  systems,  and  75  percent 
for  their  operation. 

Committee  hill. — The  committee  is  convinced  that  the  administra- 
tion of  State  AFDC  programs  could  be  greatly  improved  through 
judicious  use  of  modern  computerized  management  information  sys- 
tems. Kecipients  could  be  expected  to  benefit  from  more  expeditious 
handling  of  their  cases  and  decreases  in  processing  time ;  local,  State, 
and  Federal  Governments — and  the  taxpayer — could  be  expected  to 
benefit  from  a  decrease  in  costs  because  of  a  reduction  in  errors  and 
use  of  better  planning  and  management  techniques. 

Thus,  the  committee  amendment  would  provide  an  incentive  to  the 
States  to  develop  and  expand  their  existing  systems  by  increasing 
the  rate  of  matching  to  90  percent  for  the  costs  of  developing  and 
implementing  the  systems  and  to  75  percent  for  the  costs  of  operating 
them,  provided  the  system  meets  the  requirements  imposed  by  the 
amendment,  (The  increased  matching  would  be  applicable  to  existing 
systems  if  they  meet  the  criteria  for  approval  of  new  systems.) 

Under  the  committee  amendment,  the  Department  of  Health,  Edu- 
cation, and  Welfare  would  be  required,  on  a  continuing  basis,  to  pro- 
vide technical  assistance  to  the  States  and  would  have  to  approve  the 
State  system  as  a  condition  of  Federal  matching.  (Continuing  review 
of  the  State  systems  would  also  be  required.)  To  qualify  for  HEW 
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approval,  the  system  would  have  to  have  at  least  the  following  charac- 
teristics: (1)  ability  to  provide  data  concerning  all  AFDC  eligibility 
factors;  (2)  capacity  for  verification  of  factors  with  other  agencies 
through  identifiable  correlation  factors  such  as  social  security  num- 
bers, names,  dates  of  birth,  home  addresses  and  mailing  addresses  (in- 
cluding postal  ZIP  codes) ;  (3)  ability  to  control  and  account  for  the 
costs,  quality  and  delivery  of  funds  and  services  furnished  to  appli- 
cants and  recipients;  (4)  capability  for  notifying  child  support,  food 
stamp,  social  service,  and  medicaid  programs  of  changes  in  AFDC 
eligibility  or  benefit  amount;  and  (5)  security  against  unauthorized 
access  to  or  use  of  the  data  in  the  system. 

In  approving  systems,  the  Department  would  have  to  assure  suffi- 
cient compatibility  among  the  other  public  assistance,  medicaid,  and 
social  services  systems  in  the  States  and  among  the  AFDC  systems  of 
different  jurisdictions  to  permit  periodic  screening  to  determine 
whether  an  individual  was  drawing  benefits  from  more  than  one 
jurisdiction  and  for  determination  of  eligibility  and  payment  pursuant 
to  requirements  imposed  by  other  sections  of  the  Social  Security  Act. 

Such  approval  would  be  based  on  the  Secretary's  finding  that  the 
initial  and  annually  updated  advanced  automatic  data  processing 
document,  which  such  State  must  have,  will,  when  implemented,  gen- 
erally carry  out  the  objectives  of  the  statewide  management  system. 
Such  a  document  would  provide  for  the  conduct  of  and  reflect  the 
results  of  requirements  analysis  studies,  contain  a  description  of  the 
proposed  statewide  management  system,  indicate  the  security  and  in- 
terface requirements  in  the  system,  describe  the  projected  and  expected 
to  be  available  resource  requirements  for  staff  and  other  needs,  include 
cost-benefit  analyses  of  each  alternative  management  system,  data 
processing  services  and  equipment  and  a  plan  snowing  the  basis  for 
both  indirect  and  direct  rates  to  be  in  effect,  contain  an  implementation 
plan  to  handle  possible  failure  of  contingencies,  and  contain  a  sum- 
mary of  the  system  in  terms  of  qualitative  and  quantitative  benefits. 

EXPENDITURES  FOR  OPERATION  OF  STATE  PLANS  FOR  CHILD  SUPPORT 

(Section  408  of  the  Bill) 

Present  law. — Present  law  requires  that  the  Federal  Office  of  Child 
Support  Enforcement  maintain  adequate  records  for  both  AFDC 
and  non-AFDC  families  of  all  amounts  collected  and  disbursed  and 
the  costs  incurred  in  collecting  and  disbursing  these  amounts  and 
publish  periodic  reports  on  the  operation  of  the  program  in  the 
various  States  and  localities  and  at  national  and  regional  levels. 
The  Office  of  Child  Support  Enforcement  must  also  submit  an 
annual  report  to  the  Congress  on  all  activities  undertaken  in  the  child 
support  program  as  well  as  the  major  problems  encountered  at 
Federal,  State,  or  local  levels  which  have  delayed  or  prevented 
implementation  of  the  child  support  program. 

Present  law  also  provides  that  the  State  will  maintain  for  both 
AFDC  and  non-AFDC  families  a  full  record  of  collections,  disburse- 
ments, and  expenditures  and  of  all  other  activities  related  to  its 
child  support  programs.  An  adequate  reporting  system  is  required. 
The  committee  is  aware  that  some  States  are  delinquent  in  their 
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recordkeeping  and  reporting,  and  believes  that  this  situation  must  be 
corrected. 

Committee  hill, — The  committee  has  been  concerned  about  the  fail- 
ure of  some  States  to  report  and  account  for  child  support  collections 
for  AFDC  and  non-AFDC  families  on  a  reasonable,  timely  basis.  The 
committee  amendment  thus  would  improve  State  reporting  by  pro- 
hibiting advance  payment  to  the  State  of  the  Federal  share  of  ad- 
ministrative expenses  for  a  calendar  quarter  unless  it  has  submitted  a 
full  and  complete  report  of  the  amount  of  child  support  collected  and 
disbursed  for  the  calendar  quarter  which  ended  6  months  earlier.  The 
amendment  would  also  allow  the  Department  of  Health,  Education, 
and  Welfare  to  reduce  the  amount  of  the  payments  to  the  State  by 
the  Federal  share  of  child  support  collections  made  but  not  reported 
by  the  State. 

ACCESS  TO  WAGE  INFORMATION  FOR  CHILD  SUPPORT  PROGRAMS 

(Section  409  of  the  Bill) 

Present  law. — Under  title  IV-D  of  the  Social  Security  Act,  States 
are  required  to  establish  special  child  support  agencies  to  establish 
paternity  and  obtain  support  for  any  child  who  is  an  applicant  for 
or  recipient  of  AFDC.  These  State  agencies  must  also  provide  child 
support  services  to  non-AFDC  families,  if  they  apply  for  child  sup- 
port services.  HEW  regulations  require  the  State  agencies  to  establish 
and  to  periodically  review  the  amount  of  the  support  obligation,  using 
the  statutes  and  legal  processes  of  the  State. 

Committee  bill. — The  committee  bill  would  improve  the  capacity 
of  the  child  support  enforcement  agency  in  the  State  to  acquire  accu- 
rate wage  data  by  providing  authority  for  States  and  localities  to 
have  access  to  earnings  information  in  records  maintained  by  the  So- 
cial Security  Administration  and  State  employment  security  agencies. 
Such  information  would  be  obtained  by  a  search  of  wage  records  con- 
ducted by  the  Social  Security  Administration  or  the  employment 
security  agency  to  identify  the  fact  and  amount  of  earnings  and  the 
identity  of  the  employer  in  the  case  of  individuals  who  were  parents 
of  the  children  for  whom  the  child  support  agency  was  collecting  or 
enforcing  support.  The  Secretary  of  Health,  Education,  and  Welfare 
would  be  authorized  to  establish  necessary  safeguards  against  improper 
disclosure  of  the  information. 

The  committee  bill  specifically  authorizes  the  Social  Security  Ad- 
ministration to  disclose  certain  tax  return  information  to  State  and 
local  child  support  agencies.  The  information  may  be  used  by  them 
for  purposes  of  the  child  support  enforcement  program. 
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TABLE  19.— CHILD  SUPPORT  CASES  OF  "PATERNITY  ESTAB- 
LfSHED"  PER  MONTH  COMPARED  TO  AFDC  "UNWED 
MOTHER"  CASE  OPENINGS,  JULY  TO  DECEMBER  1977 


Paternity 
established 

Child  support      AFDC  unwed  cases  as 

paternity  estab-      mother  cases  percent  of 

State  lished  cases1  opened 2      cases  opened 


Alaska   0  47  0.9 

Arizona   24  355  6.7 

Arkansas   312  501  62.3 

California   1,182  934  126.6 

Colorado   95  493  19.2 

Connecticut   214  558  38.3 

Florida   557  1,664  33.5 

Georgia   211  1,232  17.1 

Hawaii   61  271  22.3 

Idaho   3  84  4.0 

Illinois   113  3,327  3.4 

Indiana   171  803  21.3 

Kansas   43  356  12.2 

Kentucky   31  922  3.3 

Louisiana.   84  1,369  6.2 

Maryland   525  1,295  40.5 

Massachusetts   102  895  11.3 

Michigan   547  1,654  33.1 

Minnesota   104  682  15.3 

Mississippi   68  624  10.9 

Montana   6  149  3.8 

Nevada   18  92  19.4 

New  Hampshire   4  126  2.8 

New  Jersey   625  2,170  28.8 

New  Mexico   14  242  5.9 

New  York   1,335  3,221  41.5 

North  Carolina   427  1,387  30.8 

North  Dakota   23  100  23.3 

Ohio   192  2,341  8.2 

Oklahoma   3  450  .6 

Oregon   127  550  23.2 

Pennsylvania   401  2,438  16.4 

South  Dakota   9  116  7.5 

Tennessee   423  909  46.5 

Texas   18  1,872  1.0 

See  footnotes  at  end  of  table. 
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TABLE  19.— CHILD  SUPPORT  CASES  OF  "PATERNITY  ESTAB- 
LISHED" PER  MONTH  COMPARED  TO  AFDC  "UNWED 
MOTHER"  CASE  OPENINGS,  JULY  TO  DECEMBER  1977-Con. 


Paternity 
established 

Child  support      AFDC  unwed  cases  as 

paternity  estab-      mother  cases  percent  of 


State  lished  cases  1  opened 2       cases  opened 


Utah   14  127  10.9 

Vermont   7  57  13.0 

Washington   24  581  4.2 

West  Virginia   13  317  4.1 

Wyoming   2  47  3.4 


U.S.  total   8,132         35,358  23.0 


1  Office  of  Child  Support  Enforcement. 

2  Projected  from  AFDC  quality  control  estimates. 


TABLE  20.-CHILD  SUPPORT  CASES  OF  "PARENT  LOCATED" 
PER  MONTH  COMPARED  TO  AFDC  "DESERTION"  CASE  OPEN- 
INGS, JULY  TO  DECEMBER  1977 


Parents 
located  cases 

Child  support  as  percent 

parents  located  AFDC  desertion  of  cases 

State  cases 1    cases  opened 2  opened 


Alaska   148  47  315.8 

Arizona   630  186  338.7 

Arkansas   529  269  196.5 

California   4,575  467  979.6 

Colorado   752  378  198.8 

Connecticut   782  381  205.2 

Florida   2,085  789  264.2 

Georgia   830  653  127.1 

Hawaii   490  178  275.3 

Idaho   38  105  36.1 

Illinois   1,011  1,634  61.9 

Indiana   689  265  259.9 

Kansas   528  246  214.6 

Kentucky   218  753  29.0 

Louisiana   244  547  44.6 


See  footnotes  at  end  of  table. 
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TABLE  20.-CHILD  SUPPORT  CASES  OF  "PARENT  LOCATED" 
PER  MONTH  COMPARED  TO  AFDC  "DESERTION"  CASE  OPEN. 
INGS,  JULY  TO  DECEMBER  1977— Continued 


Parents 
located 

Child  support  cases  as 

parents  located  AFDC  desertion  percent  of 

State  cases 1    cases  opened 2       cases  opened 


Maine   99  246  40.3 

Maryland   1,564  978  159.9 

Massachusetts   588  1,016  57.9 

Michigan   2,364  1,193  198.1 

Minnesota   226  274  82.6 

Mississippi   392  281  139.4 

Montana   113  84  134.0 

Nebraska   92  112  82.4 

Nevada   224  26  860.9 

New  Hampshire   81  144  56.5 

New  Jersey   2,732  1,669  163.7 

New  Mexico   247  126  195.6 

New  York   4,924  3,462  142.2 

North  Carolina   1,184  659  179.7 

North  Dakota   77  35  219.0 

Ohio   1,349  1,066  126.6 

Oklahoma   280  404  69.2 

Oregon   1,603  533  300.7 

Pennsylvania   593  1,896  31.3 

South  Dakota   5  98  5.4 

Tennessee   398  479  83.2 

Texas   865  1,268  68.2 

Utah   372  188  197.7 

Vermont   25  88  27.8 

Washington   851  564  150.9 

West  Virginia   108  300  35.9 

Wyoming   212  21  1,007.9 


U.S.  total   35,115         24,108  145.6 


1  Office  of  Child  Support  Enforcement. 

2  Projected  from  AFDC  quality  control  data. 
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TABLE  21.— AFDC  CASES  IN  WHICH  AFDC  WORKER  HAS  NOT 
MADE  REQUIRED  REFERRAL  ACTION  TO  CHILD  SUPPORT 
AGENCY,  JULY-DECEMBER  1977 


Eligibility  factor 1 

Unwed  Sepa- 
State  mother    Desertion  ration 


Alaska   77  103  0 

Arizona   236  169  0 

California   10,012  6,808  3,204 

Colorado   378  309  240 

Connecticut   1,435  512  273 

Florida   64  192  0 

Georgia   1,221  771  257 

Hawaii   281  450  168 

Illinois   4,634  3,921  891 

Indiana   132  0  88 

Iowa    225  187  112 

Kansas   377  94  283 

Kentucky   660  355  253 

Louisiana   1,060  689  106 

Maine   64  96  64 

Maryland     2,188  978  230 

Massachusetts   3,100  1,653  2,480 

Michigan   5,694  2,928  976 

Minnesota   76  0  76 

Mississippi   1,442  370  123 

Missouri   3,402  1,492  1,014 

Montana   0  38  38 

Nebraska   0  0  0 

New  Hampshire   75  ,,0  A*i 

New  Jersey   1,669  1,001  445 

New  Mexico   60  30  30 

New  York   17,310  12,694  2,596 

North  Carolina   2,833  3,305  531 

Ohio   8,483  3,059  3,894 

Oklahoma   173  0  103 

Oregon   751  326  326 

Pennsylvania   12,518  7,316  2,438 

Rhode  Island   251  50  0 

South  Dakota   0  0  36 

Tennessee   694  148  248 

1  Projected  from  AFDC  quality  control  estimates. 


53-385'  0 
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TABLE  21.-AFDC  CASES  IN  WHICH  AFDC  WORKER  HAS  NOT 
MADE  REQUIRED  REFERRAL  ACTION  TO  CHILD  SUPPORT 
AGENCY,  JULY-DECEMBER  1977-Continued 


Eligibility  factor 1 


Unwed  Sepa- 
State  mother    Desertion  ration 


Texas   226  301  0 

Utah   36  36  36 

Vermont   152  76  342 

Washington   171  273  444 

West  Virginia   165  41  41 

Wyoming   14  14  14 


U.S.  total   82,339    50,785  22,400 


J  Projected  from  AFDC  quality  control  estimates. 

TABLE  22.— AVERAGE  NUMBER  OF  MONTHS  CASE  HAS  BEEN 
ON  AFDC  WHERE  THE  REQUIRED  AFDC  REFERRAL  TO  CHILD 
SUPPORT  AGENCY  HAS  NOT  BEEN  MADE,  JULY-DECEMBER 
1977 


Elk 

jibility  factor 1 

Unwed 

Sepa 

mother 

Desertion 

ration 

Alaska  

  40 

11 

0 

Arizona  

  91 

37 

0 

California  

  62 

63 

66 

Colorado  

  37 

68 

45 

Connecticut  

  56 

68 

88 

Florida  

  16 

118 

0 

Georgia  

  65 

81 

82 

Hawaii  

  25 

67 

48 

Illinois  

  65 

51 

32 

Indiana  

  72 

0 

39 

Iowa  

  23 

43 

121 

Kansas  

  66 

53 

106 

Kentucky  

  64 

53 

42 

Louisiana  

  57 

65 

103 

Maine  

  34 

68 

73 

1  Projected  from  AFDC  quality  control  estimates. 
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TABLE  22.— AVERAGE  NUMBER  OF  MONTHS  CASE  HAS  BEEN 
ON  AFDC  WHERE  THE  REQUIRED  AFDC  REFERRAL  TO  CHILD 
SUPPORT  AGENCY  HAS  NOT  BEEN  MADE,  JULY-DECEMBER 
1977— Continued 


Eligibility  factor  1 

Unwed  Sepa- 
State  mother    Desertion  ration 


Maryland  

Massachusetts. . 

Michigan  

Minnesota. . 
Mississippi  

Missouri  

Montana  

Nebraska  

New  Hampshire 
New  Jersey  

New  Mexico  

New  York  

North  Carolina.  . 

Ohio  

Oklahoma  

Oregon  

Pennsylvania. . . 
Rhode  Island. . . 
South  Dakota. . . 
Tennessee  

Texas  

Utah  

Vermont  

Washington  

West  Virginia. . . 
Wyoming  

U.S.  total. 


44 

60 

25 

44 

62 

73 

36 

32 

25 

78 

o 

76 

58 

70 

57 

70 

62 

50 

0 

2 

11 

n 
\j 

0 

o 

6 

o 

o 

39 

58 

49 

44 

22 

114 

64 

54 

80 

47 

78 

34 

53 

36 

38 

94 

0 

18 

40 

25 

67 

67 

69 

76 

68 

10 

0 

0 

0 

1 

57 

34 

51 

121 

51 

0 

6 

3 

10 

68 

144 

59 

62 

100 

35 

19 

21 

16 

1 

62 

0 

58 

58 

58 

1  Projected  from  AFDC  quality  control  estimates. 
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F.  Other  Provisions  Relating  to  the  Social  Security  Act 

RELATIONSHIP  BETWEEN  SOCIAL  SECURITY  AND  SSI  BENEFITS 

(Section  501  of  the  Bill) 

Present  law. — A  substantial  proportion  of  SSI  recipients  are  also 
eligible  for  benefits  under  the  old-age,  survivors,  and  disability  insur- 
ance program  under  title  II  of  the  Social  Security  Act.  The  proportion 
of  dual  eligibility  can  be  expected  to  increase  in  the  future  since  many 
of  those  who  are  now  ineligible  for  title  II  benefits  are  simply  so  old 
that  their  period  of  work  history  occurred  prior  to  the  time  that  social 
security  coverage  was  available.  The  number  of  SSI  recipients  who 
also  receive  title  II  benefits  is  shown  in  table  23. 

Though  the  two  programs  are  administered  by  the  same  agency,  it 
can  sometimes  happen  that  an  individual's  first  check  under  one  pro- 
gram will  be  delayed.  If  the  SSI  check  is  delayed,  retroactive  entitle- 
ment takes  into  account  the  amount  of  income  the  individual  had  from 
social  security.  However,  if  the  title  II  check  is  delayed,  a  windfall  to 
the  individual  can  occur  since  it  is  not  possible  to  retroactively  reduce 
his  SSI  benefit  beyond  the  beginning  of  the  current  quarter. 

Even  for  the  current  quarter,  court  decisions  require  the  Social 
Security  Administration  to  treat  the  erroneous  SSI  payments  as  over- 
payments which  cannot  be  collected  without  first  offering  the  recipient 
an  evidentiary  hearing. 

Committee  hill. — Under  the  committee  provision  the  statute  would 
be  amended  to  provide  that  an  individual's  entitlement  under  the  two 
titles  shall  be  considered  as  a  totality  so  that  payment  under  either 
program  shall  be  deemed  to  be  a  payment  under  the  other  if  that  is 
subsequently  found  to  be  appropriate.  Thus,  if  payment  under  title  II 
is  delayed  so  that  a  higher  payment  is  made  under  title  XYI,  the 
adjustment  made  in  the  case  of  any  individual  will  only  be  the  net 
difference  in  total  payment.  There  would,  of  course,  be  the  proper 
accounting  adjustments  to  assure  that  the  appropriate  amounts  were 
charged  to  the  general  fund  and  the  trust  funds  respectively.  Any 
appropriate  reimbursement  would  also  be  made  to  the  States  where 
State  supplementary  benefits  are  involved.  The  committee  expects  that 
the  Department  will  ensure  that  applicants  are  made  aware  this  ad- 
justment is  required  by  law  at  the  time  they  file  their  claims  for 
benefits. 
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TABLE  23.-NUMBER  AND  PERCENT  OF  PERSONS  RECEIVING 
FEDERALLY  ADMINISTERED  SSI  PAYMENTS  WHO  ALSO 
RECEIVE  SOCIAL  SECURITY  (OASDI)  BENEFITS,  BY  CATEGORY, 
SEPTEMBER  1978 


With  social  security  benefits 
Percent  of 

Reason  for  eligibility  Total  Number  total 


Total   4.231,049     2,157,269  52,1 


Aged   1,993,212     1,374,887  68.9 

Blind  and  disabled   2.238.311        782,352  34.9 


EXTENSION    OF   THE   TEEM   OF   TELE    NATIONAL   COMMISSION    ON  SOCIAL 

SECT7PJTT 

(Section  502  of  the  Bill) 

Present  law. — The  National  Commission  on  Social  Security  was 
established  by  the  Social  Security  Amendments  of  1977,  with  its 
members  jointly  appointed  by  the  President  and  Congress,  to  make  a 
broad-scale,  comprehensive  study  of  the  social  security  program, 
mcluding  medicare.  The  study  will  include  the  fiscal  status  of  the 
trust  funds,  coverage,  adequacy  of  benefits,  possible  inequities,  alter- 
natives to  the  current  programs  and  to  the  method  of  financing  the 
system,  integration  of  the  social  security  system  with  private  retire- 
ment programs,  and  development  of  a  special  price  index  for  the 
elderly. 

Under  current  law,  the  terms  of  its  members  are  to  last  2  years, 
and  the  Commission  itself  will  expire  on  January  1.  1981. 

Additional  time  will  be  needed  to  closeout  the  work  of  the  Com- 
mission as  well  as  to  extend  the  terms  of  its  members  to  coincide 
with  the  expiration  date  of  the  Commission. 

Committee  MB. — The  committee  provision  would  extend  for  3 
months  the  expiration  date  of  the  Xatlonal  Commission  on  Social 
Security  and  the  terms  of  its  members.  Under  the  committee  provision, 
the  Commission's  work  and  the  terms  of  its  members  would  end  on 
April  1.  1981. 

FREQUENCY  OF  FICA  DEPOSITS  FROM  STATE  AND  LOCAL  GOVERNMENTS 

(Section  503  of  the  Bill) 

Prest  nt  laic. — Effective  January  1.  1951.  the  Social  Security  Act 
extended  social  security  coverage  to  State  and  local  government  em- 
ployees. Coverage  is  through  voluntary  agreements  between  the  Sec- 
retary of  HEW  and  the  individual  States.  The  act  provides  that  the 
regulations  of  the  Secretary  shall  be  designed  to  make  the  deposit 
requirements  imposed  on  States  the  same,  so  far  as  practicable,  as 
those  imposed  on  private  employers. 
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Each  State  deposits  the  combined  State  and  local  government  so- 
cial security  contributions  directly  with  the  Federal  Reserve  Bank  for 
transfer  to  the  trust  funds.  As  required  by  regulation,  each  State  de- 
posits contributions  and  files  wage  reports  of  covered  employees  with 
HEW  within  1  month  and  15  days  after  the  end  of  each  calendar  quar- 
ter. This  time  frame  was  requested  by  the  States  and  has  been  in  effect 
since  1959.  Before  1959,  the  States  were  required  to  file  wage  reports 
and  make  deposits  within  30  days  after  the  end  of  each  calendar 
quarter. 

Contributions  paid  by  workers  and  their  State  and  local  govern- 
ment employers  increased  from  about  $867,000  in  fiscal  year  1951  to 
over  $9.8  billion  in  fiscal  year  1977.  These  contributions  are  estimated 
to  increase  to  about  $15.7  billion  by  fiscal  year  1980. 

On  March  30,  1978,  the  Department  published  in  the  Federal  Reg- 
ister its  proposed  rulemaking  increasing  from  quarterly  to  monthly  the 
frequency  with  which  States  must  deposit  social  security  contributions 
on  wages  and  salaries  paid  to  covered  employees — the  so-called  15-15- 
15  method. 

By  allowing  the  States  to  make  quarterly  deposits  of  State  and  local 
contributions,  HEW  lost  about  $1.1  billion  in  interest  income  to  the 
trust  funds  from  1961  through  1979. 

HEW  considered  both  the  oral  and  written  comments  on  its  pro- 
posed rules  and,  as  a  result,  made  changes  which  require  that  the 
States  deposit  the  social  security  contributions  for  each  of  the  first 
2  months  of  a  calendar  quarter  bv  the  15th  day  after  each  month.  The 
contributions  for  the  third  month  of  the  quarter  will  not  be  due  until 
1  month  and  15  days  after  the  end  of  that  month — the  so-called  15- 
15-45  method.  These  changes  were  published  in  the  Federal  Register 
on  November  20.  1978,  arid  are  to  become  effective  July  1,  1980. 

Committee  bill. — Tn  order  to  ease  the  transition  to  the  new  deposit- 
ing schedule,  the  committee  provision  requires  that  FTC  A  deposits 
from  State  and  local  governments  will  be  due  30  days  after  the  end 
of  each  month.  The  provision  would  be  effective  beginning  July  1980. 
The  committee  recognizes  that,  in  some  instances,  the  thirtieth  dav 
following  the  end  of  a  month  would  fall  on  a  holiday  or  week  end. 
In  such  circumstances,  the  committee  intends  that  the  provision  be 
interpreted  to  require  that  any  necessary  payments  be  deposited  no 
later  than  the  preceding  working  day  so  that  in  all  cases  the  overall 
30  day  limitation  would  not  be  exceeded. 

ELIGIBILITY  OF  ALTEXS  FOR  SSI 

(Section  504  of  the  Bill) 

Present  Imo. — In  order  for  an  alien  to  be  eligible  for  supplemental 
security  income  payments  under  present  law  and  regulations,  he  must 
be  lawfully  admitted  for  permanent  residence  or  otherwise  perma- 
nently residing  in  the  United  States  "under  color  of  law."  The  latter 
category  refers  primarily  to  refugees  who  enter  as  conditional  en- 
trants or  parolees.  An  alien  seeking  admission  to  the  United  States 
must  establish  that  he  is  not  likely  to  become  a  public  charge.  If  a  visa 
applicant  does  not  have  sufficient  resources  of  his  own,  a  U.S.  consular 
officer  may  require  assurance  from  a  resident  of  the  United  States  that 
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the  alien  will  be  supported.  In  addition,  the  Immigration  and  Nation- 
ality Act  provides  that  an  immigrant  who  becomes  a  "public  charge" 
within  5  years  of  his  entry  into  the  United  States  may  be  deported  if 
the  cause  of  his  becoming  a  "public  charge"  did  not  arise  subsequent 
to  his  entry.  However,  receipt  of  SSI  payments  does  not  constitute 
becoming  a  "public  charge"  under  present  court  interpretations  of  that 
term. 

There  have  been  complaints,  particularly  in  a  few  States,  that  legal 
aliens  have  been  applying  for  and  receiving  welfare  benefits  within  a 
very  short  period  after  their  entry  into  the  country.  As  welfare  recipi- 
ents, these  aliens  are  also  generally  eligible  for  the  full  range  of  medic- 
aid benefits  offered  within  their  State. 

Under  the  SSI  statute,  legal  aliens  are  eligible  for  payments  within 
30  days  after  their  arrival  in  the  United  States. 

In  a  February  1978  report,  "Number  of  Newly  Arrived  Aliens  Who 
Receive  Supplemental  Security  Income  Needs  To  Be  Reduced,"  the 
General  Accounting  Office  estimated  that  about  214,000  aliens  receive 
SSI,  of  which  about  42,000  are  newly  arrived.  The  GAO  observed  in 
its  report  that  "The  public  charge  provisions  of  the  Immigration  and 
Nationality  Act  are  ineffective  in  screening  out  aged  (age  65  or  older) 
aliens  who  may  need  SSI  assistance  soon  after  arrival  in  the  United 
States.  We  estimate  that  34  percent  of  the  aged  aliens  who  entered  the 
United  States  during  fiscal  years  1973-75  were  receiving  SSI  at  the 
end  of  December  1976." 

Committee  hill. — The  committee  agrees  with  the  recommendation 
of  the  GAO  in  its  1978  report  that  there  should  be  a  residency  require- 
ment to  prevent  assistance  payments  to  newly  arrived  aliens.  The  com- 
mittee bill  would  require  an  alien  to  reside  in  the  United  States  for 
3  years  before  he  would  be  eligible  for  SSI.  The  provision  would 
not  apply  to  aliens  under  age  65  who  are  suffering  from  blindness  or 
disability  on  the  basis  of  conditions  which  arose  after  the  time  they 
were  admitted  to  the  United  States. 

DEMONSTRATION  AUTHORITY  TO  PROVIDE  SERVICES  TO  THE 
TERMINALLY  ILL 

(Section  505  of  the  Bill) 

Present  law. — Under  present  law  there  is  a  5-month  waiting  period 
before  benefits  are  payable  under  the  disability  insurance  program. 
The  committee  has  heard  testimony  that  this  waiting  period  some- 
times constitutes  an  unreasonable  hardship  for  persons  who  are  suffer- 
ing from  a  terminal  illness,  and  that  it  should  not  apply  in  such  cases. 
The  committee  has  also  heard  testimony  that  it  is  difficult  to  justify 
waiving  the  waiting  period  for  the  terminally  ill,  while  continuing  to 
apply  it  for  other  disabled  individuals,  inasmuch  as  many  other  dis- 
abled workers  are  likely  to  have  similar  needs  for  income  during  the 
initial  months  of  disability.  In  a  memorandum  by  the  Office  of  the 
Actuary  of  the  Social  Security  Administration,  which  discusses  the 
difficulty  of  estimating  costs  of  this  kind  of  proposal,  it  is  observed 
that  "Due  to  the  difficulty  involved  in  predicting  whether  an  illness 
will  result  in  premature  death,  especially  within  a  limited  time  of  12 
months  or  less,  the  level  of  accuracy  of  determinations  of  terminal  ill- 
ness cannot  be  expected  to  be  very  good.  It  is  expected  that  many  per- 
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sons  will  be  found  reasonably  likely  to  die  within  12  months  of  onset 
who  will  in  fact  survive  the  year.  Similarly  many  persons  will  die 
within  12  months  of  onset  who  will  not  have  been  expected  to  clo  so." 
The  actuary  estimates  that  the  long-range  cost  to  the  disability  trust 
fund  for  the  proposal  would  be  .03  of  taxable  payroll. 

Committee  bill. — The  committee  believes  that  there  is  a  need  to  find 
ways  to  improve  assistance  for  persons  who  are  terminally  ill.  The 
committee  has  been  informed  that  the  Department  of  Health,  Educa- 
tion, and  Welfare  is  currently  undertaking  a  demonstration  project 
through  the  Health  Care  Financing  Administration  to  determine  how 
best  to  provide  the  full  range  of  services  needed  by  persons  who  are 
terminally  ill.  The  committee  believes  that  it  is  appropriate  for  the 
Social  Security  Administration  to  participate  in  this  project,  and  has 
included  in  its  bill  a  provision  authorizing  up  to  $2  million  a  year  to 
be  used  by  SSA  for  the  purpose  of  studying  the  impact  on  the  termi- 
nally ill  of  provisions  of  the  disability  programs  administered  by  the 
Social  Security  Administration.  It  is  expected  by  the  committee  that 
this  demonstration  authority  and  the  resulting  reports  which  will  be 
made  on  demonstration  projects  will  provide  the  information  neces- 
sary to  enable  the  committee  to  amend  the  Social  Security  Act  so  as  to 
provide  the  kinds  of  assistance  most  appropriate  for  individuals  who 
are  suffering  from  terminal  illnesses. 

WORK  INCENTIVE  AND  OTHER  DEMONSTRATION  PROJECTS  UNDER  THE  DIS- 
ABILITY INSURANCE  AND  SUPPLEMENTAL  SECURITY  INCOME  PROGRAMS 

(Section  506  of  the  Bill) 

Present  law. — Under  present  law,  the  Secretary  of  Health,  Educa- 
tion, and  Welfare  has  no  authority  to  waive  requirements  under  titles 
II,  XVI  and  XVIII  of  the  Social  Security  Act  to  conduct  experi- 
mental or  demonstration  projects. 

Committee  bill. — The  committee  believes  that  there  is  great  need  to 
improve  the  operations  of  the  disability  insurance,  supplemental  se- 
curity income,  and  medicare  programs  as  they  relate  to  the  disabled. 
These  programs  may,  over  time,  affect  the  lives  of  nearly  every  indi- 
vidual and  family  in  the  Nation.  It  is  highly  important,  therefore,  that 
they  be  administered  in  the  most  efficient  and  effective  way  possible. 

So  far  as  the  disability  insurance  program  is  concerned,  one  of  the 
areas  in  which  there  is  the  most  pressing  need  for  information  is  the 
area  of  how  to  encourage  disabled  individuals  to  remain  in  and  to  re- 
turn to  the  work  force.  Therefore,  the  committee  has  included  in  its 
bill  as  a  matter  of  high  priority  specific  authority  for  the  waiver  of 
certain  benefit  requirements  of  titles  II,  XVI,  and  XVIII  to  allow 
demonstration  projects  by  the  Social  Security  Administration  to  test 
ways  in  which  to  stimulate  a  return  to  work  by  disability  beneficiaries. 
The  bill  requires  SSA  to  report  to  the  Congress  on  its  findings  on  work 
incentives  by  January  1, 1983.  The  committee  bill  also  authorizes  waiv- 
ers in  the  case  of  other  disability  insurance  demonstration  projects 
which  SSA  may  wish  to  undertake,  such  as  study  of  the  effects  of 
lengthening  the  trial  work  period,  altering  the  24-month  waiting  period 
for  medicare  benefits,  altering  the  way  the  disability  program  is  admin- 
istered, earlier  referral  of  beneficiaries  for  rehabilitation,  and  greater 
use  of  private  contractors,  employers  and  others  to  develop,  perform  or 
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otherwise  stimulate  new  forms  of  rehabilitation.  In  addition,  the  com- 
mittee bill  includes  authorization  for  waiver  of  requirements  under 
title  XVI  to  carry  out  experimental,  pilot,  or  demonstration  projects 
which  are  likely  to  assist  in  promoting  the  objectives  or  facilitate  the 
administration  of  the  SSI  program.  The  bill  provides  for  allocation  of 
costs  all  such  demonstration  projects  to  the  programs  to  which  the 
project  is  most  closely  related.  In  the  case  of  the  SSI  program,  the  Sec- 
retary is  authorized  to  reimburse  the  States  for  the  non-Federal  share 
of  payments  or  costs  for  which  the  State  would  not  otherwise  be  liable. 
A  final  report  on  the  projects  authorized  by  this  section  would  be  due 
five  years  from  enactment.  (The  committee  recognizes  that  some  ele- 
ments of  the  experimental  or  demonstration  projects  might  have  to 
remain  in  effect  beyond  that  elate  in  order  to  assure  the  validity  of  the 
research.) 

The  committee  bill  includes  a  provision  to  waive  certain  require- 
ments of  the  human  experimentation  statute,  but  to  require  that  the 
Secretary  in  reviewing  any  application  for  any  experimental,  pilot  or 
demonstration  project  pursuant  to  the  Social  Security  Act  would  take 
into  consideration  the  human  experimentation  law  and  regulations 
in  making  his  decision  on  whether  to  approve  the  application.  The 
committee  does  not  intend  that  this  provision  modify  the  requirements 
of  the  human  experimentation  statute  as  they  apply  to  direct  medical 
experimentation  with  actual  diagnosis  or  treatment  of  patients. 

INCLUSION  IN  WAGES  OF  FICA  TAXES  PAID  BY  EMPLOYER 

(Section  507  of  the  bill) 

Present  law. — In  general,  employers  are  required  to  pay  an  employer 
social  security  tax  on  the  wages  they  pay  their  employees  and  to 
withhold  from  those  wages  an  equal  employee  social  security  tax.  As 
an  alternative  to  this  procedure,  however,  present  law  allows  employers 
to  assume  responsibility  for  both  the  employer  and  employee  taxes 
instead  of  withholding  the  employee's  share  from  his  wages.  Under 
this  alternative  procedure,  the  payment  by  the  employer  of  the  em- 
ployee's social  security  tax  represents,  in  effect,  an  additional  amount 
of  compensation.  However,  existing  law  specifically  exempts  that 
amount  of  additional  compensation  from  social  security  taxes.  The 
net  effect  is  that,  for  a  given  level  of  total  compensation,  somewhat 
lower  social  security  taxes  would  be  payable  if  the  employer  pays  the 
employee  social  security  tax  instead  of  withholding  it  from  the  em- 
ployee's wages. 

Committee  bill. — The  committee  recognizes  that  the  provision  of  ex- 
isting law  has  proved  to  be  a  matter  of  some  convenience  in  certain 
employment  relationships,  particularly  when  relatively  small  amounts 
of  wages  are  involved  as  in  the  case  of  domestic  employment.  However, 
the  committee  is  seriously  concerned  over  reports  that  there  may  be 
increasing  use  of  the  provision  as  a  means  of  tax  avoidance  involving 
more  substantial  wage  and  tax  payments  than  were  envisioned  when 
the  existing  law  provisions  were  originally  adopted.  The  committee 
has  been  advised  that  potential  losses  to  the  trust  funds  could  run 
into  the  billions  of  dollars  if  the  use  of  this  provision  continues  to 
spread.  For  these  reasons,  the  committee  has  decided  to  modify  the 
provisions  of  existing  law  so  that  after  1980  any  amounts  of  employee 
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social  security  taxes  paid  by  an  employer  will  be  considered  to  con- 
stitute wages  and  will  therefore  be  subject  to  social  security  taxation. 
This  change  will  not  apply  in  the  case  of  payments  made  on  behalf 
of  domestic  employees. 

III.  Cost  Estimates  and  Actuarial  Data  Provided  by  the 
Administration 

ACTUARIAL  STATUS  OF  THE  DISABILITY  INSURANCE  TRUST  FUND  UNDER 

THE  BILL 

Short  term. — The  status  of  the  disability  insurance  trust  fund  was 
strengthened  substantially  by  the  Social  Security  Amendment  of  1977, 
which  increased  the  amount  of  tax  contributions  allocated  to  the  trust 
fund.  The  Social  Security  Administration's  current  estimates,  which 
are  based  on  the  Administration's  Mid- Session  Review  assumptions, 
indicate  that  the  disability  insurance  trust  fund  will  amount  to  $5.4 
billion  at  the  end  of  1979  and  that  it  will  grow  rapidly  during  the  fol- 
lowing 5  years,  reaching  $28.5  billion  by  the  end  of  1984  under  present 
law.  The  projected  rapid  growth  of  the  DI  trust  fund  is  also  due,  in 
part,  to  a  significant  reduction  in  the  number  of  benefits  awarded  to 
disabled  workers  after  1977.  On  the  other  hand,  the  old-age  and  sur- 
vivors insurance  trust  fund  is  expected  to  continue  to  decline  during 
the  next  5  years,  largely  offsetting  the  rapid  growth  in  the  DI  trust 
fund. 

Estimates  of  the  operations  of  the  disability  insurance  trust  fund 
under  present  law  and  under  the  program  as  modified  by  the  committee 
bill  are  shown  in  tables  29  and  28  for  calendar  years  1978-84  and  fiscal 
years  1978-84,  respectively. 

Long  term. — On  a  long-term  basis,  the  situation  of  the  disability 
insurance  trust  fund  under  present  law  is  favorable.  The  1979  trust- 
ees' report  reflects  new  assumptions  of  substantially  reduced  disability 
incidence  rates  in  the  future  as  compared  with  those  assumed  in  earlier 
reports.  These  assumptions  reflect  the  improved  experience  since  1975 
and  particularly  in  1978.  The  reasons  for  this  improvement  are  not 
wholly  known. 

The  1978  trustees'  report  indicated  a  long-term  actuarial  balance 
of  —0.14  percent  of  taxable  payroll  in  the  disability  insurance  pro- 
gram, but  the  more  favorable  assumptions  as  to  incidence  rates  in  the 
1979  report  changed  this  to  +0.21  percent.  This  bill,  as  amended  by  the 
Senate  Finance  Committee,  provides  a  savings  of  0.14  percent  of  tax- 
able payroll,  thereby  raising  the  actuarial  surplus  to  0.35  percent.  Al- 
though the  DI  program  is  therefore  in  an  actuarially  sound  condition, 
its  past  history  of  volatility  suggests  caution  in  making  any  precipi- 
tous changes  in  financing. 

The  bill  also  has  some  impact  on  the  old-age  and  survivors  insurance 
program.  The  actuarial  balance  for  that  program  would  be  reduced  by 
.01  percent  of  taxable  payroll  to  a  level  of  — 1.40. 

The  long-range  estimates  presented  in  this  section  are  based  on  the 
intermediate  assumptions  described  in  the  1979  Annual  Report  of  the 
Board  of  Trustees  of  the  Federal  Old- Age  and  Survivors  Insurance 
and  Disability  Insurance  Trust  Funds. 
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H.R.  3236  AS  MODIFIED  BY  SENATE  FINANCE  COMMITTEE 

TABLE  24— LONG-RANGE  COST  EFFECT  ON  THE  OASDI  SYSTEM 
BY  PROVISION:  INTERMEDIATE  ASSUMPTIONS-1979 TRUST- 
EES' REPORT 

[As  percent  of  taxable  payroll] 

OAS  I  Dl  Total 


Average  scheduled  tax  rate   10.05       2.13  12.19 

Average  expenditures  (present  law). . .  11.47  1.92  13.38 
Actuarial  balance   -1.41       +.21  -1.20 


Effect  of  provisions  of  bill: 1 

1.  Limitation  on  total  family  bene- 

fits for  disabled-worker  fam- 
ilies (sec.  101)   (2)      -.06  -.06 

2.  Reduction  in  number  of  dropout 

years  for  younger  disabled 

workers  (sec.  102)   (2)      -.05  -.05 

3.  Deduction  of  impairment-related 

work  expense  from  earnings  in 
determining  substantial  gain- 
ful activity  (sec.  302)   (2)      +.02  +.02 

4.  Federal  review  of  State  agency 

determinations  (sec.  304)   (2)      -.02  -.02 

5.  More  detailed  notices  specifying 

reasons  for  denial  of  disability 

claims  (sec.  305)   (2)          (2)  (2) 

6.  Payment  for  existing  medical 

evidence  (sec.  309)   (2)          (2)  (2) 

7.  Periodic  review  of  disability  de- 

terminations (sec.  311)   (2)      -.03  -.03 

8.  Treatment    of  employer-paid 

employee  FICA  taxes  as  wages.  —.01          (2)  —.01 

Total  effect  of  bill   -.01  -.14  -.15 

Average  scheduled  tax  rate   10.05  2.13  12.19 

Average  expenditures  (after  enact- 
ment)...    11.46  1.78  13.23 

Actuarial  balance   -1.40  +.35  -1.05 


1  Estimates  for  each  provision  take  into  account  interaction  with  provisions  that 
precede  it  in  the  table. 

2  Less  than  0.005  percent  of  taxable  payroll. 
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H.R.  3236  AS  APPROVED  BY  THE  SENATE  FINANCE  COMMITTEE 

TABLE  28.-ESTI MATED  OPERATIONS  OF  THE  Dl  TRUST  FUND 
UNDER  PRESENT  LAW  AND  UNDER  THE  PROGRAM  AS  MODI- 
FIED BY  THE  COMMITTEE  BILL,  FISCAL  YEARS  1978-84 

(In  billions) 


Income  Outgo  Net  increase  in  fund 


Present    Commit-     Present    Commit-     Present  Commit- 
Fiscal  year  law      tee  bill  law      tee  bill  law        tee  bill 


1978   $12.8  $12.8  $12.7  $12.7  $0.1  $0.1 

1979   15.2  15.2  14.0  14.0  1.2  1.2 

1980   17.5  17.5  15.8  15.8  1.7  1.8 

1981   20.8  20.8  17.7  17.6  3.1  3.2 

1982   24.1  24.2  19.5  19.3  4.6  4.8 

1983   27.0  27.0  21.4  21.0  5.6  6.0 

1984   29.9  30.0  23.4  22.8  6.5  7.2 


Assets  at  beginning  of  year  as  a 
percentage    of   outgo  during 
Fund  at  end  of  year  year 


Present  law    Committee  bill        Present  law     Committee  bill 


1978   $4.4  $4.4  34  34 

1979   5.5  5.5  31  31 

1980   7.3  7.3  35  35 

1981   10.4  10.5  41  42 

1982   15.0  15.3  53  54 

1983   20.6  21.4  70  73 

1984   27.1  28.5  88  94 


Note:  The  above  estimates  are  based  on  the  administration's  mid-session  re- 
view assumptions. 
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TABLE  29.— ESTIMATED  OPERATIONS  OF  THE  Dl  TRUST  FUND 
UNDER  PRESENT  LAW  AND  UNDER  THE  PROGRAM  AS  MODI- 
FIED BY  THE  COMMITTEE  BILL,  CALENDAR  YEARS  1978-84 

(In  billions) 


Income  Outgo  Net  increase  in  fund 

Present    Commit-     Present    Commit-     Present  Commit- 


Calendar  year  law      tee  bill  law      tee  bill  law        tee  bill 


1978   $13.8  $13.8  $13.0  $13.0  $0.9  $0.9 

1979   15.7  15.7  14.5  14.5  1.2  1.2 

1980   18.0  18.0  16.3  16.2  1.8  1.8 

1981   22.0  22.0  18.1  18.0  3.8  3.9 

1982   24.9  24.9  20.0  19.7  4.9  5.1 

1983   27.7  27.8  21.9  21.4  5.8  6.3 

1984   30.7  30.8  23.9  23.3  6.8  7.5 


Assets  at  beginning  of  year  as  a 
percentage  of   outgo  during 
Fund  at  end  of  year  year 


Present  law    Committee  bill         Present  law      Committee  bill 


1978....:...  $4.2  $4.2  26  26 

1979   5.4  5.4  29  29 

1980   7.2  7.3  33  34 

1981   11.0  11.2  40  40 

1982   15.9  16.3  55  57 

1983   21.7  22.6  73  76 

1984   28.5  30.2  91  97 


Note:  The  above  estimates  are  based  on  the  administration's  mid-session  re- 
view assumptions. 

IV.  Regulatory  Impact  of  the  Bill 

In  compliance  with  paragraph  5  of  rule  XXIX  of  the  Standing 
Rules  of  the  Senate  the  following  evaluation  is  made  of  the  regulatory 
impact  which  would  be  incurred  in  carrying  out  the  bill. 

This  legislation  primarily  relates  to  the  structure  of  existing  pro- 
grams providing  benefits  for  disabled  individuals.  As  such  it  does  add 
or  modify  any  major  activities  of  a  regulatory  nature.  The  regulatory 
impact  of  the  bill,  is  therefore,  essentially  limited  to  the  routine  and 
incidental  regulatory  processes  necessary  to  implement  changes  in  Fed- 
eral benefit  programs  and  their  administration. 

Provisions  relating  to  amount  of  disability  benefits  and  continua- 
tion of  eligibility  status  for  disability  and  disability -related  benefits. — 
Several  provisions  of  titles  I,  II,  and  III  of  the  bill  are  designed  to 
modify  elements  of  the  Social  Security  Act  programs  which  provide 
for  disabled  persons  cash  benefits  and  related  benefits  of  a  medical  or 
social  service  nature.  These  modifications  are  designed  to  improve  the 
climate  for  rehabilitation  both  by  limiting  benefit  levels  in  cases  where 
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existing  levels  are  considered  so  high  as  to  provide  a  disincentive  to 
reliability  ton  and  bv  extending  trial  work  periods  and  auxiliary  bene- 
fit eligibility  so  as  to  minimize  the  concern  that  rehabilitation  will  re- 
sult in  a  net  loss  to  the  individual.  The  programs  in  question  now  serve 
a  population  consisting  of  some  7  million  disabled  persons  and  depend- 
ents. In  general,  any  limitations  on  benefits  under  the  bill  will  affect 
none  of  those  now  receiving  benefits  while  the  provisions  which  pro- 
vide for  additional  benefits  in  certain  circumstances  will  apply  to 
existing  a^  well  as  future  beneficiaries.  In  either  ca?e,  there  may  be 
some  additional  paperwork  in  the  form  of  applications  and  routine 
supporting  documentation  but  this  is  not  expected  to  differ  in  any  sig- 
nificant respect  from  thp  overall  levol  of  paperwork  under  existing  law 
for  these  programs.  While  some  information  now  required  might 
be  needed  in  some  instances,  such  information  would  not  involve  any 
substantial  impact  on  the  privacy  of  individuals.  Anv  economic  impact 
would  be  expected  to  result  prim  aril  v  from  the  nature  of  the  benefit 
modifications  rather  than  from  any  regulatory  changes  needed  +o  im- 
plement those  modifications. 

Administrative  changes. — The  bill  includes  a  number  of  provisions 
designed  to  imnrove  the  administration  of  disability  and  welfare  pro- 
grams. While  these  provisions  are  not  essentially  regulatory  in  nature, 
thev  will  involve  a  fairly  significant  amount  of  regulators  activity  in 
their  implementation.  In  particular,  the  bill  revises  the  regulatory 
basis  for  Federal  oversight  of  the  disability  determination  process 
with  a  view  towards  producing  more  effective  administration  and  im- 
proved accuracy  and  uniformity.  It  is  not  anticipated  that  these  provi- 
sions of  the  bill  will  result  in  anv  net  increase  in  paperwork.  The  bill 
does,  however,  include  an  important  requirement  that  certain  existing 
paperwork  provisions  be  modified  to  include  understandable  explana- 
tions of  benefit  determinations.  The  maior  economic  impact  would  be 
the  result  of  more  accurate  benefit  decisions  which  will  improve  the 
situation  of  individuals  who  would  otherwise  have  been  improperly 
denied  benefits  and  cause  a  financial  loss  for  individuals  who  might 
otherwise  have  received  benefits  to  which  they  are  not  entitled. 

For  the  most  part,  the  bill  has  no  privacv  impact  other  than  in  the 
nature  of  purely  routine  requirements  for  information  essential  to 
determining  benefit  eligibility.  The  bill  does,  however,  include  a  provi- 
sion (section  404)  which  modifies  overly  severe  privacy  protection  pro- 
visions which  have  been  interpreted  in  some  cases  to  prevent  necessary 
program  audits.  The  bill  also  permits,  subject  to  careful  statutory  pro- 
tections, the  use  of  certain  earnings  information  in  the  possession  of 
the  Social  Security  Administration  and  State  unemployment  com- 
pensation agencies  for  purposes  of  aiding  in  the  effective  operation  of 
the  child  support  enforcement  program. 

V.  Vote  of  the  Committee  in  Reporting  the  Bill 

In  compliance  with  section  183  of  the  Legislative  Reorganization 
Act  of  1946,  the  following  statement  is  made  relative  to  the  vote  by  the 
committee  to  report  the  bill. 

The  bill  was  ordered  reported  by  a  voice  vote. 
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VI.  Budgetary  Impact  of  the  Bill 

In  compliance  with  section  252(a)  of  the  Legislative  Reorganiza- 
tion Act  of  1970  and  sections  308  and  403  of  the  'Congressional  Budget 
Act,  the  following  statements  are  made  relative  to  the  costs  and 
budgetary  impact  of  the  bill. 

The  Committee  generally  accepts  the  estimates  of  the  Congressional 
Budget  Office  with  respect  to  the  budgetary  impact  of  the  bill.  The 
Committee  has  also  incorporated  in  the  report  detailed  cost  estimates 
of  the  Social  Security  Administration.  While  the  two  sets  of  estimates 
differ  in  some  respects,  both  seem  to  the  Committee  to  be  within  the 
realm  of  reasonable  variation.  As  indicated  in  the  Congressional 
Budget  Office  report,  the  overall  impact  of  the  bill  represents  a  budget- 
ary savings.  This  forms  a  part  of  (and  is  therefore  consistent  with) 
the  projected  savings  indicated  for  "other  income  maintenance"  in 
the  allocations  of  the  Committee  in  its  most  recent  allocation  report 
under  the  first  concurrent  resolution  on  the  budget  for  fiscal  year  1980. 
(Senate  Report  96-386.) 

The  estimate  prepared  by  the  Congressional  Budget  Office  concern- 
ing this  bill  is  printed  below  : 

Congressional  Budget  Office, 

U.S.  Congress, 
Washington,  B.C.,  November  8, 1979. 

Hon.  Russell  B.  Long, 
Chairman,  Committee  on  Finance, 
U.S.  Senate,  Washington,  B.C. 

Dear  Mr.  Chairman:  Pursuant  to  Sections  308(a)  and  403  of  the 
Congressional  Budget  Act,  the  Congressional  Budget  Office  has  pre- 
pared the  attached  cost  estimate  for  H.R.  3236,  Social  Security  Disa- 
bility Amendments  of  1979. 

Should  the  Committee  so  desire,  we  would  be  pleased  to  provide 
further  details  on  this  estimate. 
Sincerely, 

Robert  D.  Reischauer, 
(For  Alice  M.  Rivlin.  Director). 

Congressional  Budget  Office  Cost  Estimate 

1.  Bill  number:  H.R.  3236. 

2.  Bill  title  :  Social  Security  Disability  Amendments  of  1979. 

3.  Bill  status:  November  6  draft  version  of  bill  ordered  reported  by 
the  Committee  on  Finance  on  October  31, 1979. 

4.  Bill  purpose:  The  primary  purposes  of  this  bill  are  (1)  to  limit 
benefits  to  new  disability  recipients  with  families  and  to  younger 
disabled  workers;  (2)  to  provide  certain  work  incentives  with  the  ob- 
jective of  increasing  the  recovery  rate  of  disabled  workers;  (3)  to 
codify  and  strengthen  certain  administrative  practices;  and  (4)  to 
provide  certain  Federal  grants  to  States  for  management  of  the  AFDC 
and  child  support  enforcement  programs. 

5.  Cost  estimates :  It  is  estimated  that  H.R.  3236,  as  ordered  reported 
by  the  Senate  Finance  Committee,  will  have  the  following  net  effect  on 
the  Federal  budget : 
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TABLE  1.— ESTIMATED  NET  COSTS  OR  SAVINGS  TO  THE 
FEDERAL  BUDGET 

(In  millions  of  dollars) 


Fiscal  years 


1980 


1981 


1982 


1983 


1984 


Direct  spending  provisions: 
Estimated  budget  au- 
thority  4         7       19  40 

Estimated  outlays          -38  -105  -207  -365 

Amounts  subject  to  ap- 
propriation action: 
Required  budget  au- 
thority  1       54      102  105 

Estimated  outlays   1       54      102  105 

Net  budget  impact:  Net 
change  in  deficit   -37     -51   -105  -260 


77 
■598 


137 
137 


-461 


The  bill  has  cost  effects  on  a  number  of  Federal  programs.  There  will 
be  net  savings  from  the  Social  Security  Disability  Trust  Funds,  offset 
by  higher  income  maintenance  and  medicare  costs.  There  are  also 
separate  provisions  affecting  the  Supplemental  Security  Income 
Program  which  have  savings  in  most  years,  although  SSI  has  net 
additional  expenditures  as  a  result  of  the  DI  caps  provision's  offsets. 
And  there  are  provisions  offsetting  the  aid  to  families  with  dependent 
children  program  which  have  a  net  cost.  The  following  tables  sum- 
marize the  budget  authority  and  outlay  impact  to  each  of  these  major 
program  areas. 

TABLE  2.— ESTIMATED  CHANGE  IN  DISABILITY  INSURANCE 
OUTLAYS  AND  BUDGET  AUTHORITY 


(In  millions  of  dollars) 


Fiscal  years  1980       1981       1982       1983  1984 


Estimated  budget  author- 
ity  4         8       24       52  97 

Estimated  outlays   -43   -135   -275   -467  -693 


Outlays  and  budget  authority  fall  in  budget  function  600. 
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TABLE  3— ESTIMATED  CHANGE  IN  MEDICARE  OUTLAYS  AND 
BUDGET  AUTHORITY 


(In  millons  of  dollars) 


Fiscal  years  1980 

1981 

1982 

1983 

1984 

Estimated  budget  author- 

ity  

-1 

-5 

-12 

-20 

Estimated  outlays   5 

30 

71 

102 

95 

Outlays  and  budget  authority  fall 

in  budget  function  550. 

TABLE  4.— ESTIMATED  CHANGE 

IN  OUTLAYS 

AND  BUDGET 

AUTHORITY  FOR  FEDERAL  INCOME 

MAINTENANCE 

PRO- 

GRAMS 

(In  millions  of  dollars) 

Fiscal  years  1980 

1981 

1982 

1983 

1984 

Required  budget  author- 

ity: 

SSI   -5 

14 

44 

30 

12 

AFDC   6 

41 

60 

80 

127 

Other1  

-1 

-2 

-5 

-2 

Total   1 

54 

102 

105 

137 

Estimated  outlays: 

SSI   -5 

14 

44 

30 

12 

AFDC  

41 

60 

80 

127 

Other1  

-1 

- 

-5 

-2 

Total   1 

54 

102 

105 

137 

1  Includes  medicaid. 

This  bill  would  result  in  changes  in  future  Federal  liabilities  through 
changes  in  existing  entitlement  programs  and  would  require  or  permit 
subsequent  appropriation  action  to  provide  the  necessary  budget 
authority.  The  figures  shown  as  " Required  Budget  Authority" 
represent  an  estimate  of  the  budget  authority  needed  to  cover  the 
estimated  outlays  that  would  result  from  the  enactment  of  H.R.  3236. 

6.  Basis  for  estimates :  These  estimates  were  done  using  a  preliminary 
draft  of  the  bill  language.  The  costs  of  some  provisions  may  change  as 
a  result  of  changes  in  the  language  of  the  bill. 


1980 

1981 

1982 

1983 

1984 

Combined  provisions  to 

limit  total  family  bene- 

fit and  reduce  the  num- 

ber of  dropout  years  for 

younger  workers  

-54 

-185 

-339 

-482 

-617 

65  percent  pre-adjudica- 

tive  review  by  fiscal  year 

1983  

1 

3 

-9 

-49 

-120 

Review  of  continuing  dis- 

ability cases  once  every 

3  years  

3 

8 

22 

1 

-23 

More  detailed  notices  of 

denials  

0 

13 

18 

19 

20 

Costs  to  Dl  of  other  sec- 

tions  

7 

26 

33 

44 

47 

Total  Dl  trust  fund 
savings— Estimated 
outlays  

-43 

-135 

-275 

-467 

-693 

100 

A.  Social  Security  Disability  Provisions 

The  tables  below  summarize  the  major  provisions  affecting  the  Dl  I 
trust  funds  and  the  uther  Federal  offsets  arising  as  a  result  of  the  social 
security  disability  provisions : 

TABLE  A.— ESTIMATED  COSTS  AND  SAVINGS  TO  THE  DIS-  I 
ABILITY  INSURANCE  TRUST  FUND  OF  MAJOR  PROVISIONS  OF 
H.R.  3236  1 

(In  millions  of  dollars) 


1  Savings  to  the  Dl  trust  fund  are  partially  offset  by  costs  to  other  income  mainte- 
nance and  health  programs.  The  impact  on  these  other  programs  of  the  sections 
relating  primarily  to  the  Dl  program  is  shown  in  table  B.  In  addition,  certain  provi- 
sions of  this  bill  affect  the  SSI  and  AFDC  programs.  These  estimates  are  shown  in 
subsequent  sections  of  the  cost  estimate. 
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TABLE  B.— ESTIMATED  CHANGE  IN  OUTLAYS  TO  THE  HI  AND 
SMI  TRUST  FUNDS  ANDTO OTHER  FEDERAL  INCOME  MAINTE- 
NANCE PROGRAMS  FROM  PROVISIONS  OF  H.R.  3236  WHICH 
PRIMARILY  AFFECT  THE  SSA  DISAEILITY  PROGRAM 

(In  millions  of  dollars) 


Fiscal  years 


Cap  on  family  benefits  and  re- 
duced number  of  dropout 
years: 

Federal   income  mainte- 
nance programs: 

Estimated  outlays  2  

Second  12-month  trial  work 
period  and  3-year  extension 
of  medicare: 

HI :  Estimated  outlays  3  

SMI :  Estimated  outlays  3. . . 
Increased  review  of  initial  Dl 
awards    and  reconsidera- 
tions: 

HI :  Estimated  outlays  3  

SMI :  Estimated  outlays  3. . . 
Periodic  review  of  continuing 
Dl  cases: 

HI :  Estimated  outlays  3  

SMI :  Estimated  outlays  3. . . 
Supplemental    security  in- 
come 12  

Total  estimated  outlays. . . . 


1980      1981      1982      1983  1984 


34 

60 

84 

103 

19 

47 

71 

78 

13 

31 

48 

52 

0 

0 

-1 

-6 

0 

0 

-1 

-4 

-1 

-4 

-9 

-15 

-1 

-3 

-6 

-10 

16 

26 

16 

4 

80 

157 

202 

202 

1  These  costs  to  SSI  represent  administration  estimates  resulting  from  provisions 
to  increase  the  review  of  Dl  determinations,  implementation  of  the  periodic  review 
of  continuing  Dl  cases,  and  for  more  detailed  denial  notices.  The  bill  requires  that 
the  Social  Security  Administration  review  a  stated  percentage  of  all  disability  deter- 
minations made  by  State  agencies  for  title  II.  While  no  such  requirement  is  ex- 
plicitly stated  for  title  XVI  determinations,  this  estimate  assumes  that  the  Social 
Security  Administration  will  also  increase  the  percentage  of  title  XVI  determina- 
tions reviewed  parallel  to  that  required  for  title  II. 

2  Required  budget  authority  for  these  income  maintenance  programs  is  equal  to 
the  increase  in  estimated  outlays.  They  are  included  in  the  summary  table  4  above. 

3  Lower  net  interest  into  the  HI  and  SMI  trust  funds  results  from  higher  levels  of 
spending.  This  reduces  estimated  budget  authority  for  these  programs,  and  is 
reported  in  table  3  above. 

For  the  disability  provisions  given  below,  increases  or  decreases  in 
interest  to  the  trust  fund  will  result  from  these  provisions.  This  will 
add  or  subtract  from  estimated  budget  authority.  The  amounts  are 
small  for  most  provisions.  However,  the  amount  of  budget  authority 
gained  for  all  of  the  Dl  provisions  as  a  result  of  the  savings  generated 
by  the  bill  is  summarized  in  table  2  above. 
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LIMITATIONS  ON  TOTAL  FAMILY  BENEFITS  IN  DISABILITY  CASES,  AND  THE 
REDUCTION  IN  THE  NUMBER  OF  DROPOUT  YEARS  FOR  YOUNGER  DISABLED  1 
WORKERS 

H.R.  3236,  as  reported  by  the  Senate  Finance  Committee,  changes 
the  way  the  maximum  family  benefit  is  computed  by  providing  that 
the  total  family  benefit  not  exceed  85  percent  of  average  indexed 
monthly  earnings  (AIME)  (but  not  to  fall  below  the  primary  in-  \ 
surance  amount)  or  160  percent  of  the  worker's  primary  insurance  j 
amount.  In  addition,  the  bill  also  reduces  the  number  of  "dropout"  | 
years  that  may  be  taken  for  calculating  AIME  for  younger  workers,  j 
These  sections  are  discussed  together. 

Close  to  30  percent  of  disabled  worker  beneficiaries  receive  depend- 
ents  benefits  and  of  this  group  approximately  80  percent  would  receive  I 
reduced  family  benefits  as  a  result  of  these  sections  combined.  On 
average,  the  benefit  for  disabled  worker  beneficiaries  with  dependents  I 
would  be  lower  by  10  to  15  percent  under  this  bill.  Most  savings  under 
these  provisions  result  from  reduced  benefits  to  beneficiaries  with  de- 
pendents. Smaller  savings  in  DI  payments  are  estimated  for  workers  ! 
without  dependents  benefits  as  a  result  of  the  dropout  provision.  As 
indicated  in  the  table  below,  total  savings  in  fiscal  year  1980  attribut- 
able to  reduced  benefits  to  beneficiaries  are  estimated  to  be  $54  million, 
rising  to  $617  million  in  1984.  Some  lower  income  beneficiaries,  how- 
ever, would  receive  offsetting  increases  in  income  maintenance  pay- 
ments estimated  to  be  $9  million  in  1980,  rising  to  $103  million  by  1984. 

(By  fiscal  years;  in  millions  of  dollars) 


1980       1981        1982       1983  1984 


Savings  in  DI  benefits          -54  -185  -339  -482  -617 

Offsetting  increases  in 
Federal  income  main- 
tenance payments  1   9       34       60       84  103 


Estimated  net  sav- 
ings in  Federal  out- 
lays  -45   -151   -279   -398  -514 


1  Includes  payments  for  SSI  and  AFDC  Approximately  70  percent  of  these  costs 
are  SSI  costs. 

CBO  estimates  are  based  on  a  sample  of  disabled  workers  (and 
their  families  awarded  benefits  between  1973  and  1976.  In  order  to 
project  benefits  for  workers  first  coming  on  the  rolls  in  1980,  the 
earnings  histories  of  the  workers  in  the  sample  were  wage  indexed 
and  the  new  wage  indexed  formula  was  applied  to  these  earnings. 
Benefits  were  adjusted  to  account  for  the  higher  level  of  AIME  be- 
tween 1973-76  and  1980,  1981,  1982,  and  so  on  using  CBO  economic 
assumptions.  Benefits  were  calculated  under  current  (1980)  law  and 
under  provisions  simialr  to  those  in  the  bill  to  derive  the  change  in 
benefits  from  current  law  in  each  year,  1980-84. 
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The  estimate  assumes  that  150,000  disabled  workers  with  depend- 
ents would  be  awarded  benefits  in  1980  and  that  the  number  of  new 
awards  for  this  category  of  workers  would  decline  slightly  each  year, 
reflecting  the  general  decline  in  family  size.  The  savings  in  benefits 
were  applied  to  each  cohort  of  new  awards  and  adjustments  were  made 
for  subsequent  terminations  in  family  benefits  due  to  various  factors — 
death,  aging  of  children,  recovery. 

The  estimates  given  do  not  assume  any  change  in  beneficiaries  as 
a  result  of  the  reduction  in  benefits.  Based  on  past  experience,  however, 
one  could  expect  some  reduction  in  the  number  of  disabled  workers 
applying  for  benefits.  A  CBO  study  indicates  that  a  1-percent  reduc- 
tion in  benefits  has  been  associated  with  a  0.85  percent  reduction  in 
beneficiaries.  Allowing  for  this  factor  could  lead  to  an  additional  re- 
duction in  DI  outlays  of  $250-$400  million  by  1984. 

EXPAXSIOX  OF  TRIAL  WORK  PERIOD  AND  ELIMINATION  OF  REQUIREMENT 
THAT  MONTHS  IN  MEDICARE  WAITING  PERIOD  BE  CONSECUTIVE 

These  provision  extend  the  trial  work  period  for  disabled  workers 
by  an  additional  12  months  for  a  total  of  24  months.  Although  cash 
benefits  will  still  be  terminated  after  the  first  12  months  as  under  cur- 
rent law,  medicare  coverage  will  be  extended  for  three  more  years  to 
those  who  continue  to  work  beyond  the  first  12  month  period.  In  addi- 
tion, the  provisions  grant  immediate  resumption  of  medicare  coverage 
(no  24  months  waiting  period)  for  those  who  return  to  the  rolls  after 
a  period  of  time  off  the  rolls. 

These  provisions  are  expected  to  have  a  neglible  effect  on  cash  benefit 
payments  to  disabled  workers,  although  they  will  result  in  added  costs 
to  the  medicare  hospital  insurance  (HI)  and  supplementary  medical 
insurance  (SMI)  programs.  Based  on  an  enactment  date  of  July  1, 
1980,  benefits  in  these  programs  are  estimated  to  increase  as  follows : 


(By  fiscal  years,  in  millions  of  dollars) 


1980 

1981 

1982 

1983 

1984 

HI  

  3 

19 

47 

71 

78 

SMI  

  2 

13 

31 

48 

52 

Medicare  costs  increase  partly  because  of  the  expanded  entitlement 
to  medicare  for  those  who  would  normally  terminate  benefits  after 
their  original  12  months  trial  work  period.  Based  on  recent  data  on 
the  number  of  workers  leaving  the  rolls  after  completing  a  trial  work 
period  it  is  estimated  that  20,000  workers  would  leave  the  rolls  in  fiscal 
years  1980  and  become  eligible  for  extended  medicare  benefits  at  an 
estimated  average  annual  cost  of  $880  in  HI  and  $570  in  SMI  per  eli- 
gible disabled  worker.  These  average  costs  are  expected  to  increase  by 
9  percent  a  year. 

The  remainder  of  medicare  cost  increases  are  incurred  because  those 
who  normally  return  to  the  rolls  after  a  period  off  the  rolls  will  have 
their  medicare  benefits  reinstated  without  a  waiting  period.  About 
40,000  workers  are  estimated  to  terminate  DI  benefits  in  1980  (based 
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on  recent  experience)  for  reasons  other  than  completion  of  the  trial 
work  period  (such  as  recovery) .  Of  this  group  an  estimated  5,000  per- 
sons  are  expected  to  return  to  the  rolls  within  the  year,  thereby  be-  I 
coming  eligible  for  resumption  of  medicare. 

With  respect  to  the  effect  of  these  provisions  on  DI  cash  benefit  pay- 
ments, some  workers  may  be  encouraged  to  work  beyond  the  first  12  ; 
month  trial  period  because  of  the  continued  medicare  coverage  and 
this  would  ultimately  produce  savings.  On  the  other  hand,  some  work- 
ers may  find  it  easier  to  return  to  the  rolls  because  of  the  elimination  1 
of  the  waiting  period  and  this  would  increase  costs.  These  incentive 
effects,  however,  are  expected  to  have  only  a  minimal  net  effect  on  the 
number  of  disabled  worker  beneficiaries. 

DISABILITY  DETERMINATIONS,  FEDERAL  BEVIEW  OF  STATE  AGENCY 


This  section  directs  the  Secretary  of  Health.  Education  and  Welfare  I 
to  expand  the  current  postadjudicative  review  of  initial  DI  allowances 
and  denials  to  a  stricter  preadjudicative  review  of  all  initial  disability  s 
allowances  and  denials.  In  addition  there  is  to  be  a  review  of  all  re- 
considerations. This  review  is  to  be  15  percent  in  fiscal  year  1981,  35 
percent  in  1982,  and  65  percent  in  1983  and  thereafter. 

The  estimate  of  the  net  savings  resulting  from  this  provision  is  based 
on  the  methodology  developed  in  a  June  1978  study  by  CBO.  This 
study  used  data  on  the  gross  percentages  of  initial  state  allowances 
and  denials  returned  by  the  Bureau  of  Disability  Insurance  to  the 
states  and  the  percentage  of  those  subsequently  denied  or  allowed  con- 
tained in  the  print  Disability  Insurance  Program,  1978,  Social  Secu- 
rity Subcommittee  of  the  Committee  on  Ways  and  Means,  February 
1978.  From  a  6  months  review  of  6,299  Title  II  initial  disability  allow- 
ances, 23.6  percent  were  returned  to  the  states  and  22.1  percent  of 
these  were  denied.  A  similar  sample  of  denials  reviewed  showed  that 
8.1  percent  of  the  cases  sampled  were  returned  to  the  states,  and  33.2 
percent  of  these  were  reversed.  Using  these  percentages,  the  number 
of  initial  claims  reversed  can  be  estimated.  To  the  reversal  rate  of  ini- 
tial determinations,  an  estimate  of  the  reversals  resulting  from  a  re- 
view of  reconsiderations  was  made,  along  with  the  resultant  savings. 
Allowances  were  made  in  the  estimate  for  the  man-year  costs  of  im- 
plementation, inflation  and  for  normal  deterioration  from  the  DI 
rolls.  Individuals  who  are  denied  DI  benefits  also  lose  the  medicare 
benefits  to  which  they  would  have  been  entitled  after  a  2  year  waiting 
period. 

Estimated  savings  to  the  DI  as  well  as  the  hospital  insurance  and 
supplementary  medical  insurance  trust  funds  are  as  follows : 


DETERMINATIONS 


(By  fiscal  years,  in  millions  of  dollars) 


1980 


1981 


1982 


1983 


1984 


DI  benefits. . 
HI  benefits. . 
SMI  benefits 


1 
0 
0 


3 
0 
0 


-  9  -49  -120 
0  -1  -6 
0      -1  -4 


105 


INFORMATION  TO  ACCOMPANY  SECRETARY'S  DECISIONS  AS  TO  CLAIMANTS' 

RIGHTS 

This  section  requires  the  Secretary  of  HEW  to  provide  a  detailed 
explanation  to  an  applicant  denied  a  disability  award  of  the  reasons 
for  the  denial.  These  notices  will  be  in  a  language  easily  understood  by 
the  claimant,  and  are  to  include  the  evidence  and  reasons  as  to  why  the 
claim  was  denied.  The  effective  date  of  this  provision  is  to  be  January 
1,  1981.  The  administration  estimates  that  increased  manpower  needs 
to  implement  this  provision  only  for  DI  denials  would  cost  as  follows : 


(By  fiscal  years,  in  millions  of  dollars) 


1980 

1981 

1982 

1983 

1984 

Dl  

  0 

13 

18 

19 

20 

CBO  agrees  that  a  lengthy  response  to  each  applicant  could  add 
these  amounts  to  costs.  It  should  be  pointed  out  however,  that  if  this 
provision  were  interpreted  by  the  Administration  to  require  only  a 
brief  note  to  the  denied  DI  applicant,  then  these  costs  could  fall  by 
one-half  or  more. 


PERIODIC  REVIEW  OF  CONTINUING  DISABILITY  CASES 


This  section  requires  all  non-permanent  continuing  disability  cases 
to  be  reviewed  every  3  years.  It  also  will  give  the  Secretary  of  HEW 
discretion  in  reviewing  all  permanent  continuing  disability  cases.  In 
the  middle  of  1977,  a  100  percent  yearly  review  (since  reduced  to  50 
percent)  was  instituted  of  all  continuances  of  "diaried"  cases  where 
recovery  seemed  probable.  It  is  unclear  if  many  (or  most  of  these  cases 
are  identical  to  those  to  be  deemed  non-permanent,  but  it  allows  a  way 
to  estimate  a  probable  savings  from  this  provision  (although  there  is 
no  current  formal  definition  of  a  nonpermanent  DI  case).  The  cur- 
rent review  is  believed  to  be  partially  responsible  for  the  .8  percent 
increase  in  terminations  since  1976  (about  20,000  cases).  If  one-half  of 
these  terminations  were  due  to  this  continuing  disability  review,  then 
by  1983  a  total  of  10,000  cases  would  have  been  terminated  which 
might  not  have  been  in  the  absence  of  this  provision.  The  estimate  as- 
sumes a  starting  date  of  January  1,  1981,  and  the  fiscal  year  savings 
reflect  the  fact  that  only  one-half  of  the  first  year  required  number  of 
cases  will  be  reviewed.  Manpower  costs  (including  1980  startup  costs) 
are  based  on  Administration  estimates  of  their  potential  needs  to  re- 
view the  additional  cases.  Assuming  an  equal  implementation  over  the 
remaining  years  in  which  all  cases  must  be  reviewed  the  5  years,  costs 
or  savings  to  DI.  HI  and  SMI  are  estimated  as  follows : 
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(By  fiscal  years,  in  millions  of  dollars) 


1980 

1981 

1982 

1983 

1984 

Dl  

  3 

8 

22 

1 

-23 

HI  

  0 

-1 

-4 

-15 

SMI  

  0 

-1 

-3 

-6 

-10 

This  section  can  also  be  interpreted  as  directing  the  social  security 
administration  to  formalize  the  type  of  review  they  are  already  doing. 
If  that  is  the  case,  and  the  intent  of  the  provision,  there  conceivably 
could  be  no  costs  or  savings  to  the  provision. 


STATE  DEPOSITS  OF  OASDHI  TAXES 

This  provision  requires  state  and  local  governments  deposit  their 
FICA  taxes  no  more  than  30  days  after  the  end  of  each  month.  The 
staff  of  the  Senate  Finance  Committee  has  communicated  with  CBO 
that  they  interpret  this  provision  to  mean  that  if  the  30th  day  should 
fall  on  a  weekend  or  federal  holiday,  this  payment  should  be  made  on 
the  day  before  the  weekend  or  holiday. 

For  the  1980  to  1983  period,  the  new  pattern  of  revenue  payments 
made  by  State  and  local  governments  will  not  significantly  affect  trust 
fund  receipts.  In  fiscal  year  1984,  the  August  payment  date  (Septem- 
ber 30)  falls  on  a  Saturday ;  under  the  interpretation  presented  above, 
there  also  will  be  no  affect  on  trust  fund  receipts.  Thus,  the  1984  effects 
of  this  provision  are  not  included  in  the  total  budget  authority  estimate 
above. 

TAXATION  OF  EMPLOYEE  OASDHI  TAXES  PAID  BY  EMPLOYER 

Section  209(f)  of  the  Social  Security  Act  provides  that  any  pay- 
ment by  an  employer  of  an  employee's  FICA  tax  is  excluded  from  the 
definition  of  wages  for  social  security  purposes.  The  Senate  Finance 
Committee  has  passed  legislation  altering  the  definition  of  wages  in 
calculating  social  security  taxes  so  as  to  include  these  payments  as  a 
portion  of  the  employee's  earnings. 

CBO  cannot  provide  a  precise  estimate  of  the  revenue  affects  of  the 
Finance  Committee's  provisions  because  the  extent  of  this  type  of  pay- 
ment practice  is  unknown  at  the  present  time.  The  Administration, 
however,  has  estimated  that  potential  revenue  loss  from  this  form  of 
payment  if  all  wage  payments  were  made  in  this  manner  could  total 
$6.5  billion  in  fiscal  year  1980. 

OTHER  PROVISIONS 

The  other  provisions  of  the  bill  which  have  a  cost  are  those  provid- 
ing for  deduction  of  impairment  related  work  expenses,  payment  for 
existing  medical  evidence  and  certain  travel  expenses,  and  for  certain 
studies  and  demonstration  projects.  CBO  accepts  the  administration's 
cost  estimates  for  these  provisions. 
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B.  Sections  Primarily  Affecting  SSI 

BENEFITS  FOR  INDIVIDUALS  WHO  PERFORM  SUBSTANTIAL  GAINFUL 
ACTIVITIES  DESPITE  SEVERE  MEDICAL  IMPAIRMENT 

The  substantial  gainful  activity  limit  under  current  law  and  regula- 
tions is  $280  a  month  in  gross  earnings.  Any  disabled  SSI  recipient 
with  earnings  above  this  level,  after  a  trial  work  period,  loses  his  dis- 
ability status  and  his  SSI  eligibility.  This  provision  effectively 
eliminates  the  SGA  test  for  disabled  recipients.  The  provision  would 
be  effective  July  1, 1980  and  would  continue  for  3  years.  The  following 
estimate  assumes  that  4,000  recipients  per  year  remain  in  the  program 
because  of  the  change  in  the  SGA  rules.  These  recipients  also  retain 
medicaid  eligibility  that  otherwise  would  have  been  lost.  The  costs  to 
SSI  and  medicaid  are  as  follows : 

(By  fiscal  years,  in  millions  of  dollars) 

1980      1981      1982     1983  1984 

Required  budget  authority: 

SSI   O 

Medicaid  


Total   O 


4 

9 

7 

1 

3 

2 

5 

12 

9 

Estimated  outlays: 

SSI   C)       4  9 

Medicaid   1        3  2 


Total   C)       5  12 


*  Under  $500,000. 

EMPLOYMENT  OF  DISABLED  SSI  RECIPIENTS  IN  SHELTERED  WORKSHOPS 

This  section  would  require  that  remuneration  received  by  SSI  recip- 
ients in  certain  sheltered  workshops  would  be  counted  as  earned  income 
and  would  thereby  be  subject  to  the  $65  per  month  earnings  disregard 
and  the  50  percent  earnings  disregard.  A  small  amount  of  this  income 
is  apparently  counted  as  unearned  income  today  and  the  earnings  dis- 
regards are  therefore  not  available.  The  administration  has  estimated 
the  full  year  costs  of  this  provision  at  $2  million,  and  there  is  no  addi- 
tional information  currently  available  on  which  to  revise  the  estimate. 
Since  the  effective  date  of  the  provision  is  July  1,  1980,  we  have  as- 
sumed a  one-quarter  year  impact  in  fiscal  year  1980.  The  cost  to  SSI 
is  as  follows : 


53-385  0     -   7q   -  S 
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(By  fiscal  years,  in  millions  of  dollars) 


1980 

1981 

1982 

1983 

1984 

Required  budget  authority:  SSI .  Q) 

2 

2 

2 

2 

Estimated  outlays:  SSI   Q) 

2 

2 

2 

2 

i  Under  $500,000. 


TERMINATION  OF  ATTRIBUTION  OF  PARENTS'  INCOME  AND  RESOURCES  WHEN 
DISABLED  CHILD  SSI  REPIPIENT  ATTAINS  AGE  18 

Under  current  law,  a  disabled  student  between  the  ages  of  18  and  21, 
living  with  his  parents,  has  his  parent's  income  and  resources  deemed 
to  him  for  the  purposes  of  SSI  eligibility  and  benefit  determination. 
This  provision  would  treat  the  student,  generally  as  living  in  the  house- 
hold of  another  and  the  benefit  would  be  reduced  by  one-third.  No 
current  recipient  would  have  their  benefits  lowered  because  of  this  pro- 
vision. The  effective  date  of  the  provision  is  July  1, 1980.  The  estimate 
is  based  on  administration  data  on  the  current  caseload.  Some  new 
cases  will  become  eligible  because  of  the  provision,  and  these  cases 
could  increase  the  costs  above  those  shown  below. 


(By  fiscal  years,  in  millions  of  dollars) 


1980 

1981 

1982 

1983 

1984 

Required  budget  authority:  SSI .  f1) 

1 

2 

3 

3 

Estimated  outlays:  SSI   Q) 

1 

2 

3 

3 

i  Under  $500,000. 


EXTRAORDINARY  WORK  EXPENSES  DUE  TO  SEVERE  DISABILITY   (SSI  ONLY) 

This  provision  allows  a  deduction  from  earnings  of  the  cost  of  at- 
tendant care  service,  medical  device,  equipment,  prostheses,  and  similar 
items  and  service  for  the  purposes  of  determining  substantial  gainful 
activity.  The  provision  would  become  effective  July  1, 1980.  The  provi- 
sion would  allow  a  small  number  of  newly  eligible  persons  to  partici- 
pate in  SSI  and  medicaid.  The  costs  shown  below  reflect  administra- 
tion estimates. 
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(By  fiscal  years,  in  millions  of  dollars) 


1980     1981      1982      1983  1984 


Required  budget  authority: 

SSI  

5 

8 

10 

11 

i 
i 

i 
i 

o 
c. 

Total  

5 

9 

11 

13 

Estimated  outlays: 

SSI  

5 

8 

10 

11 

Medicaid  

1 

1 

2 

Total  

5 

9 

11 

13 

ELIGIBILITY  OF  ALXEXS  FOR  SSI  BEXEFITS 

This  provision  requires  a  three  year  residence  in  the  U.S.  before  an 
alien  can  establish  eligibility  for  SSI  benefits  unless:  (1)  such  alien 
has  been  lawfully  admitted  to  the  U.S.  as  a  refugee;  (2)  such  alien 
is  blind  or  disabled;  and  (3)  the  medical  condition  which  caused  his 
blindness  or  disability  arose  after  the  date  of  admission  to  the  U.S. 
The  effective  date  of  this  provision  is  January  1,  1980.  The  SSI  costs 
shown  below  were  provided  by  the  administration  on  the  basis  of 
program  data  on  the  number  of  aliens  admitted  to  the  program  each 
year. 

(By  fiscal  years,  in  millions  of  dollars) 


1980      1981      1982      1983  1984 


Required  budget  authority: 


SSI                                     -4  -18  -25  -47  -60 

Medicaid   -2  -6  -8  -4 

Total                                -4  -20  -31  -55  -64 

Estimated  outlays: 

SSI                                     -4  -18  -25  -47  -60 

Medicaid   -2  -6  -8  -4 

Total                                -4  -20  -31  -55  -64 


RELATIONSHIP  BETWEEX  SOCIAL  SECURITY  AND  SSI  BEXEFITS 

When  social  security  disability  insurance  payments  are  made  retro- 
actively to  those  who  are  also  SSI  recipients,  some  SSI  recipients 
receive  more  under  both  programs  than  they  would  have  received  had 
the  payments  been  made  at  the  same  time.  This  provision  would  alter 
this  inequity.  Instead  of  making  retroactive  L>I  payments  to  SSI 
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recipients,  resulting  in  an  overpayment  to  them,  the  DI  trust  fund 
will  reimburse  the  Treasury  to  compensate  for  this  potential  over- 
payment of  SSI  benefits.  This  payment  to  the  Treasury  is,  in  effect, 
a  savings  to  SSI  for  excessive  payments  they  would  have  made. 


(By  fiscal  years,  in  millions  of  dollars) 


1980 

1981 

1982 

1983 

1984 

Required  budget  authority:  SSI. 
Estimated  outlays:  SSI  

-10 
-10 

-21 

-21 

-22 
-22 

-23 
-23 

-24 
-24 

C.  AFDC  Provisions 


IMPROVEMENT  IN  WIN  PROGRAM 

The  provision  amends  title  IV  to  provide  authority  to  States  to 
develop  job  search  activities  to  assist  work  incentive  (WIN)  regis- 
trants to  enter  unsubsidized  employment.  The  program  expects  to  fund 
these  job  search  assistance  activities  with  funds  reprogrammed  from 
other  WIN  activities.  Therefore,  it  is  expected  that  no  additional  cost 
to  the  government  will  be  incurred  as  a  result  of  enactment  of  this 
legislation. 

Some  savings  in  the  form  of  reduced  AFDC  grants  could  occur  if 
the  new  job  search  activities  allowed  under  this  provision  lead  to  a 
higher  placement  rate  of  WIN  participants  in  unsubsidized  employ- 
ment. However,  the  extent  to  which  states  chose  to  reprogram  funds  to 
job  search  activities,  the  amount  of  these  reprogrammed  funds,  and 
the  effect  on  placement  rates  of  reprogramming  funds  from  existing 
activities  is  unknown.  Therefore,  no  estimate  of  savings  has  been  made. 

MATCHING  FOR  AFDC   ANTI-FRAUD  ACTIVITIES 

The  purpose  of  this  provision  is  to  amend  title  IV-A  of  the  Social 
Security  Act  to  provide  75  percent  federal  matching  in  expenditures 
incurred  by  separate  fraud  units  in  investigating  and  prosecuting  cases 
of  fraud  under  State  aid  to  families  with  dependent  children  plans. 

Currently,  the  Federal  Government  provides  a  50  percent  match  to 
States  for  AFDC  administrative  expenses.  This  provision  would  raise 
that  to  75  percent  for  expenses  related  to  the  investigation  and  prose- 
cution of  fraud  in  the  AFDC  program.  Based  on  information  sup- 
plied by  State  officials,  CBO  estimates  that  raising  the  matching  rate 
to  75  percent  would  raise  the  Federal  cost  by  $21  million  in  fiscal  year 
1980,  assuming  the  program  was  fully  in  place  for  the  whole  year. 
Since  this  program  would  only  be  effective  for  the  latter  half  of  fiscal 
year  1980,  only  half  of  the  full  year  cost  or  $11  million  is  projected. 
Since  the  States  share  of  anti-fraud  administrative  costs  fall  under 
this  provision  from  50  percent  to  25  percent,  States  may  choose  to  in- 
crease prosecutions  of  cases  with  relatively  low  expected  returns.  This 
could  add  to  Federal  costs,  but  we  are  unable  to  estimate  the  increase. 
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(By  fiscal  years,  in  millions  of  dollars) 


1980 

1981 

1982 

1983 

1984 

Required  budget  authority 

11 

23 

25 

28 

31 

Estimated  outlays  

11 

23 

25 

28 

31 

USE  OF  IRS  TO  COLLECT  CHILD  SUPPORT  FOR  NON-AFDC  FAMILIES 

This  bill  amends  title  IV-D  of  the  Social  Security  Act  authorizing 
the  use  of  the  Internal  Re-venue  Service  to  collect  child  support  for 
non-aid  to  families  with  dependent  children. 

CBO's  estimate  of  this  provision  is  based  on  consultations  with  the 
IRS  and  the  Department  of  HEW.  Under  this  provision,  certain 
child  support  cases  would  be  referred  to  the  IRS  for  collections.  In  a 
number  of  cases  this  would  not  only  result  in  an  increase  in  the  amount 
of  an  individual  collection  but  would  also  keep  certain  families  above 
the  minimum  eligibility  requirement  for  AFDC  payments.  This  pro- 
vision thus  would  reduce  present  AFDC  rolls  and  mitigate  the  size  of 
future  rolls,  thereby  producing  savings  in  the  federal  budget.1 


(By  fiscal  years,  in  millions  of  dollars) 


1980 

1981 

1982 

1983 

1984 

Required  budget  authority 
Estimated  outlays. . .  

-6 
-6 

-5 
-5 

-6 
-6 

-7 
-7 

-8 
-8 

SAFEGUARDING  INFORMATION 

This  provision  amends  the  safeguards  restricting  disclosure  of  cer- 
tain information  under  the  medicaid  program,  the  social  services  pro 
gram,  and  the  AFDC  program  to  include  governmental  audits  con- 
ducted in  connection  with  program  administration.  Because  resulting 
activities  will  be  performed  with  present  staff,  it  is  expected  that  no 
additional  cost  to  the  government  will  be  incurred  as  a  result  of 
this  legislation. 

FEDERAL  MATCHING  FOR  CHILD  SUPPORT  DUTIES  PERFORMED  BY  COURT 

PERSONNEL 

The  purpose  of  this  provision  is  to  amend  title  IV-D  of  the  Social 
Security  Act  to  authorize  Federal  financial  participation  in  court 
expenses  attributable  to  the  performance  of  services  directly  related 
to  the  operation  of  a  State  plan  for  child  support  established  pursuant 
to  such  title. 

1  This  estimate  assumes  a  complimentary  provision  in  H.R.  3434  is  not  passed. 
If  the  complementary  provision  in  H.R.  3434  as  passed  by  the  Senate  is  enacted, 
the  Federal  Government  would  then  pay  75  percent  of  the  total  cost  of  14,500 
investigations  for  which  the  IRS  charges  $122.50  per  investigation  regardless  of 
the  outcome.  This  would  result  in  a  $1.3  million  cost  impact  on  the  Federal 
budget  in  fiscal  year  1980,  which  is  not  reflected  in  the  above  estimate. 
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CBO's  estimate  of  cost  is  based  on  the  increase  in  the  number  of 
judges  and  related  court  personnel  necessary  to  clearup  the  backlog 
of  child  support  cases  under  litigation  and  to  provide  timely  judg- 
ments in  the  future.  This  provision  does  not  cover  existing  expendi- 
tures which  must  be  maintained  at  current  levels  or  additional  prose- 
cution costs  which  are  already  matched  by  the  Federal  Government 
under  a  similar  law.  The  bill  is  expected  to  yield  some  savings  during 
the  5  budget  years  because  it  accelerates  collections  through  a  more 
adequately  staffed  court  system.  CBO's  estimate  for  the  5  fiscal  years 
comes  after  consultation  with  the  Department  of  HEW.  We  have  as- 
sumed a  January  1,  1980  effective  date.  The  fiscal  year  1980  cost  is 
therefore  a  three  quarter  year  impact. 


(By  fiscal  years,  in  millions  of  dollars) 


1980 

1981 

1982 

1983 

1984 

Required  budget  authority 

1 

2 

3 

4 

6 

Estimated  outlays  

1 

2 

3 

4 

6 

CHILD   SUPPORT  MANAGEMENT  INFORMATION  SYSTEM 

This  provision  increases  Federal  matching  for  the  procurement  of 
computer  systems  to  be  used  in  child  support  programs  from  75  percent 
to  90  percent. 

The  costs  of  this  provision  result  from  two  things:  1)  increased 
matching  payments  for  systems  which  would  have  been  procured  in 
any  case;  and  2)  increased  procurement  as  a  result  of  the  reduction 
in  computer  procurement  costs  to  the  States. 

Reflected  in  the  estimate  is  the  spending  pattern  which  has  occurred 
under  the  similarly  matched  medicaid  program.  The  first  year  costs 
would  be  relatively  low  due  to  the  time  lags  involved  in  writing  regu- 
lations and  approving  State  plans.  During  the  later  years,  costs  would 
increase  as  purchasing  and  installation  occurred. 


(By  fiscal  years,  in  millions  of  dollars) 

1980      1981  1982 

1983 

1984 

Required  budget  authority            C)        1  1 
Estimated  outlays                       O       1  1 

2 
2 

3 
3 

1  Less  than  $500,000. 

AFDC  MANAGEMENT  INFORMATION  SYSTEM 

This  provision  would  amend  title  IY-A  of  the  Social  Security  Act 
to  grant  Federal  matching  funds  for  States  choosing  to  install  or  up- 
date computer  systems  to  handle  claims  processing  and  information 
retrieval  for  their  AFDC  programs  (90  percent  matching  for  plan- 


113 


ning  and  procurement,  75  percent  for  operation).  The  estimated  Fed- 
eral cost  associated  with  this  provision  reflects  the  general  spending 
pattern  that  has  occurred  under  a  similar  federally  matched  medicaid 
program.  Since  all  States  have  computer  facilities,  the  estimate  only 
takes  account  of  Federal  expenditures  for  updating  and  extending 
these  facilities  together  with  expenditures  for  the  operation  of  the 
new  parts  of  the  system.  The  first  year  cost  would  be  relatively  low 
due  to  time  lags  involved  in  writing  regulations  and  approving  State 
plans.  Subsequent  fiscal  years  are  expected  to  show  progressively 
higher  costs  as  more  States  purchase  and  install  their  new  computer 
systems.  Long  run  savings  could  occur  in  fiscal  years  beyond  the  pe- 
riod of  this  cost  estimated  as  the  result  of  staff  time  reductions  and 
more  efficient  services.  It  is  not  known,  however,  whether  these  will 
offset  the  increased  Federal  share  of  installation  and  operation  costs. 
Estimates  of  costs  were  derived  after  consultations  with  HEW. 


(By  fiscal  years,  in  millions  of  dollars) 


1980 

1981 

1982 

1983 

1984 

Required  budget  authority 

4 

17 

27 

37 

75 

Estimated  outlays  

4 

17 

27 

37 

75 

CHILD  SUPPORT  REPORTING  AND  MATCHING  PROCEDURES 

This  provision  directs  the  Secretary  of  HEW  to  delay  advance 
payments  to  States  for  administrative  expenses  for  a  calendar  quarter 
unless  the  State  has  submitted  a  complete  report  of  the  amount  of 
child  support  collected  and  disbursed  for  the  calendar  quarter  which 
ended  six  months  earlier.  The  amendment  would  also  allow  HEW  to 
reduce  the  amount  of  the  payments  to  the  State  by  the  Federal  share 
of  child  support  collections  made  but  not  reported  by  the  State. 

In  view  of  the  fact  that  this  provision  simply  ensures  that  States 
will  file  appropriate  reports  on  a  timely  basis,  only  an  occasional  fluc- 
tuation in  the  pattern  of  Federal  disbursements  will  occur.  However, 
these  fluctuations  will  not  change  total  expenditures. 

Therefore,  it  is  expected  that  no  additional  cost  to  the  government 
will  be  incurred  as  a  result  of  enactment  of  this  legislation. 

ACCESS  TO  WAGE  INFORMATION  FOR  THE  CHILD  SUPPORT  PROGRAM 

The  provision  allows  child  support  enforcement  programs  to  have 
access  to  Internal  Revenue  Service  Records  so  as  to  more  adequately 
provide  wage  information  for  purposes  of  carrying  out  State  plans 
for  child  support. 

It  is  expected  to  result  in  savings  three  different  ways :  1)  it  would 
increase  the  number  of  cases  handled  in  the  child  support  enforcement 
program  and  consequently  result  in  an  increase  in  collections.  Cur- 
rently, there  are  approximately  338,000  child  support  applications 
per  year;  50  percent  of  which  result  in  an  established  payment  (i.e.,  a 
case).  This  is  expected  to  increase  due  to  attaining  these  records;  2) 
more  timely  and  accurate  wage  information  will  affect  the  earlier 


114 


establishment  of  25  percent  of  these  cases,  thus  adding  approximately 
one  month's  payment  to  each  new  case,  once  again  increasing  collec- 
tions; and  3)  this  information  will  greatly  expedite  costly  administra- 
tive procedures  thus  reducing  the  average  cost  of  all  applications  by 
$25.1  The  end  result  of  these  three  forces  is  to  jointly  reduce  future 
Federal  liabilities  through  increased  collections  and  decreased  costs. 

(By  fiscal  years,  in  millions  of  dollars) 


Estimated  outlays: 

Collections  

1-month  acceleration. . 
Administrative  savings 

Total  outlays  

Required  budget  authority 


1980 

1981 

1982 

1983 

1984 

-1 

-2 
-3 

-1 

-2 
-4 

-1 

-2 
-4 

-1 

-2 
-4 

-1 

-2 
-5 

-6 
-6 

-6 
-6 

-7 
-7 

-7 
-7 

-8 
-8 

Note:  Due  to  rounding  columns  may  not  add. 

7.  Estimate  comparison:  There  is  no  comprehensive  cost  estimate 
of  the  bill  currently  available  from  the  Administration. 

8.  Previous  CBO  estimates.  Certain  disability  sections  are  in  H.R. 
3236  as  reported  by  the  Ways  and  Means  Committee,  April  23,  1979. 

9.  Estimate  prepared  by:  Stephen  Chaikind,  Chuck  Seagrave,  Al 
Peden,  Todd  Drumm  (225-776). 

10.  Estimate  approved  by : 

James  L.  Blum, 
Assistant  Director  for  Budget  Analysis. 

VII.  Changes  in  Existing  Law 

In  compliance  with  paragraph  4  of  rule  XXIX  of  the  Standing 
rules  of  the  Senate,  changes  in  existing  law  made  by  the  bill,  as  re- 
ported, are  shown  as  follows  (existing  law  proposed  to  be  omitted  is 
enclosed  in  black  brackets,  new  matter  is  printed  in  italic,  existing  law 
in  which  no  change  is  proposed  is  shown  in  roman)  : 

SOCIAL  SECURITY  ACT 
*  *  *  *  *  *  * 

TITLE  II— FEDERAL  OLD-AGE,  SURVIVORS,  AND  DIS- 
ABILITY INSURANCE  BENEFITS 

Federal  Old-Age  and  Survivors  Insurance  Trust  Fund  and 
Federal  Disability  Insurance  Trust  Fund 

Section  201.  (a)  *  *  * 

(j)  There  are  authorized  to  he  made  available  for  expenditure,  out 
of  the  Federal  Old- Age  and  Survivors  Insurance  Trust  Fund,  or  the 


1  This  estimate  was  based  on  consultations  with  the  Department  of  HEW. 
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Federal  Disability  Insurance  Trust  Fund  (as  determined  appropriate 
by  the  Secretary) ,  such  amounts  as  are  required  to  pay  travel  expenses, 
either  on  an  actual  cost  or  commuted  basis,  to  individuals  for  travel 
incident  to  medical  examinations  requested  by  the  Secretary  in  con- 
nection with,  disability  determinations  wider  this  title,  and  to  parties, 
their  representatives,  and  all  reasonably  necessary  witnesses  for  tro.vel 
withm  the  United  States  (as  defmed  in  section  210 (i) )  to  attend  re- 
consideration interviews  and  proceedings  before  administrative  law 
judges  with  respect  to  any  determination  under  this  title. 

(k)  Expenditures  made  for  experiments  and  demonstration  proj- 
ects under  section  506(a)  of  the  Social  Security  Disability  Amend- 
ments of  1979  shall  be  made  from  the  Federal  Disability  Insurance 
Trust  Fund  and  the  Federal  Old- Age  and  Survivors  Insurance  Trust 
Fund,  as  determined  appropriate  by  the  Secretary. 

*  *  *  *  *  *  * 

Child's  Insurance  Benefits 

(d)  (1)  Every  child  (as  defined  in  section  216(e))  of  an  individual 
entitled  to  old-age  or  disability  insurance  benefits,  or  of  an  individual 
who  dies  a  fully  or  currently  insured  individual  if  such  child — 

(A)  has  filed  application  for  child's  insurance  benefits, 

(B)  at  the  time  such  application  was  filed  was  unmarried  and 
(i)  either  had  not  attained  the  age  of  18  or  was  a  full-time  student 
and  had  not  attained  the  age  of  22,  or  (ii)  is  under  a  disability  (as 
defined  in  section  223(d))  which  began  before  he  attained  the 
age  of  22,  and 

(C)  was  dependent  upon  such  individual — 

(i)  if  such  individual  is  living,  at  the  time  such  application 
was  filed, 

(ii)  if  such  individual  has  died,  at  the  time  of  such  death, 

or 

(iii)  if  such  individual  had  a  period  of  disability  which 
continued  until  he  became  entitled  to  old-age  or  disability 
insurance  benefits,  or  (if  he  has  died)  until  the  mouth  of  his 
death,  at  the  beginning  of  such  period  of  disability  or  at  the 
time  he  became  entitled  to  such  benefits, 

shall  be  entitled  to  a  child's  insurance  benefit  for  each  month,  begin- 
ning with  the  first  month  after  August  1950  in  which  such  child  be- 
comes so  entitled  to  such  insurance  benefits  and  ending  with  the  month 
preceding  which  ever  of  the  following  first  occurs — 

(D)  the  month  in  which  such  child  dies,  or  marries, 

(E)  the  month  in  which  such  child  attains  the  age  of  18,  but 
only  if  he  (i)  is  not  under  a  disability  (as  so  defined)  as  the  time 
he  attains  such  age,  and  (ii)  is  not  a  full-time  student  during  any 
part  of  such  month. 

(F)  if  such  child  was  not  under  a  disability  (as  so  defined) 
at  the  time  he  attained  the  age  of  18,  the  earlier  of — 

(i)  the  first  month  during  no  part  of  which  he  is  a  full- 
time  student,  or 

(ii)  the  month  in  which  he  attains  the  age  of  22, 

but  only  if  he  was  not  under  a  disability  (as  so  defined)  in  such 
earlier  month;  or 
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(G)  if  such  child  was  under  a  disability  (as  so  defined)  at  the 
time  he  attained  the  age  of  18,  or  if  he  was  not  under  a  disability 

(as  so  defined)  at  such  time  but  was  under  a  disability  (as  so 
defined)  at  or  prior  to  the  time  he  attained  (or  would  attain) 
the  age  of  22,  [the  third  month  following  the  month  in  which 

he  ceases  to  be  under  such  disability],  or,  subject  to  section  223 
(e),  the  termination  month  {and  for  "purposes  of  this  subpara- 
graph, the  termination  month  for  any  individual  shall  be  the 
third  month  following  the  month  in  which  his  disability  ceases/ 
except  that,  in  the  case  of  an  individual  who  has  a  period  of  trial 
work  which  ends  as  determined  by  application  of  section  222 
(c)(Ji){A),  the  termination  month  shall  be  the  earlier  of  (I) 
the  third  month  following  the  earliest  month  after  the  end  of 
such  period  of  trial  ivork  with  respect  to  which  such  individual 
is  determined  to  no  longer  be  suffering  from  a  disabling  physical 
or  mental  impairment,  or  (II)  the  first  month  after  the  period 
of  15  consecutive  months  following  the  end  of  such  period  of  trial 
icork  in  which  such  individual  engages  in  or  is  determined  to  be 
able  to  engage  in  substantial  gainful  activity,"  or  (if  later)  the 
earlier  of — 

E(i)3  (vm)  ^ne  fi^t  month  during  no  part  of  which  he  is  a  full- 
time  student,  or 

[(ii)]  (iv)  the  month  in  which  he  attains  the  age  of  22,  but 
only  if  he  was  not  under  a  disability  (as  so  defined)  in  such  earlier 
month. 

Entitlement  of  any  child  to  benefits  under  this  subsection  on  the  basis 
of  the  wages  and  self -employment  income  of  an  individual  entitled  to 
disability  insurance  benefits  shall  also  end  with  the  month  before  the 
first  month  for  which  such  individual  is  not  entitled  to  such  benefits 
unless  such  individual  is,  for  such  later  month,  entitled  to  old-age  in- 
surance benefits  or  unless  he  dies  in  such  month.  No  payment  under 
this  paragraph  may  be  made  to  a  child  who  would  not  meet  the  defini- 
tion of  disability  in  section  223(d)  except  for  paragraph  (1)  (B) 
thereof  for  any  month  in  which  he  engages  in  substantial  gainful 
activity. 

(2)  Such  child's  insurance  benefit  for  each  month  shall,  if  the  indi- 
vidual on  the  basis  of  whose  wages  and  self -employment  income  the 
child  is  entitled  to  such  benefit  has  not  died  prior  to  the  end  of  such 
month,  be  equal  to  one-half  of  the  primary  insurance  amount  of  such 
individual  for  such  month.  Such  child's  insurance  benefit  for  each 
month  shall,  if  such  individual  has  died  in  or  prior  to  such  month,  be 
equal  to  three-fourths  of  the  primary  insurance  amount  of  such 
individual. 

(3)  A  child  shall  be  deemed  dependent  upon  his  father  or  adopting 
father  or  his  mother  or  adopting  mother  at  the  time  specified  in  para- 
graph (1)  (C)  unless,  at  such  time,  such  individual  was  not  living 
with  or  contributing  to  the  support  of  such  child  and — 

(A)  such  child  is  neither  the  legitimate  nor  adopted  child  of 
such  individual,  or 

(B)  such  child  has  been  adopted  by  some  other  individual. 
For  purposes  of  this  paragraph,  a  child  deemed  to  be  a  child  of  a  fully 
or  currently  insured  individual  pursuant  to  section  216(h)  (2)  (B)  or 
section  216(h)  (3)  shall  be  deemed  to  be  the  legitimate  child  of  such 
individual. 
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(4)  A  child  shall  be  deemed  dependent  upon  his  step  father  or  step- 
mother at  the  time  specified  in  paragraph  (1)  (C)  if,  at  such  time, 
the  child  was  living  with  or  was  receiving  at  least  one-half  of  his  sup- 
port from  such  stepfather  or  stepmother. 

(5)  In  the  case  of  a  child  who  has  attained  the  age  of  eighteen  and 
who  marries — 

(A)  an  individual  entitled  to  benefits  under  subsection  (a) ,  (b) , 
(e),  (f),  (g),  or  (h)  of  this  section  or  under  section  223(a),  or 

(B)  another  individual  who  has  attained  the  age  of  eighteen 
and  is  entitled  to  benefits  under  this  subsection, 

such  child's  entitlement  to  benefits  under  this  subsection  shall,  not- 
withstanding the  provisions  of  paragraph  (1)  but  subject  to  subsec- 
tion (s),  not  be  terminated  by  reason  of  such  marriage;  except  that, 
in  the  case  of  such  a  marriage  to  a  male  individual  entitled  to  benefits 
under  section  223(a)  or  this  subsection,  the  preceding  provisions  of 
this  paragraph  shall  not  apply  with  respect  to  benefits  for  months 
after  the  last  month  for  which  such  individual  is  entitled  to  such  bene- 
fits under  section  223(a)  or  this  subsection  unless  (i)  he  ceases  to  be 
so  entitled  by  reason  of  his  death,  or  (ii)  in  the  case  of  an  individual 
who  was  entitled  to  benefits  under  section  223(a),  he  is  entitled,  for 
the  month  following  such  last  month,  to  benefits  under  subsection  (a) 
of  this  section. 

(6)  A  child  whose  entitlement  to  child's  insurance  benefits  on  the 
basis  of  the  wages  and  self-employment  income  of  an  insured  indi- 
vidual terminated  with  the  month  preceding  the  month  in  which  such 
child  attained  the  age  of  18,  or  with  a  subsequent  month,  may  again 
become  entitled  to  such  benefits  (provided  no  event  specified  in  para- 
graph (1)  (D)  has  occurred)  beginning  with  the  first  month  there- 
after in  which  he — 

( A)  (i)  is  a  full-time  student  or  is  under  a  disability  (as  defined 
in  section  223(d)),  and  (ii)  had  not  attained  the  age  of  22,  or 

(B)  is  under  a  disability  (as  so  defined)  which  began  before 
the  close  of  the  84th  month  following  the  month  in  which  his 
most  recent  entitlement  to  child's  insurance  benefits  terminated 
because  he  ceased  to  be  under  such  disability, 

but  only  if  he  has  filed  application  for  such  reentitlement.  Such  reen- 
titlement  shall  end  with  the  month  preceding  whichever  of  the  follow- 
ing first  occurs : 

('C)  the  first  month  in  which  an  event  specified  in  paragraph 
(1)(E>)  occurs; 

(D)  the  earlier  of  (i)  the  first  month  during  no  part  of  which 
he  is  a  full-time  student,  or  (ii)  the  month  in  which  he  attains  the 
age  or  22,  but  only  if  he  is  not  under  a  disability  (as  so  defined) 
in  such  earlier  month ;  or 

(E)  if  he  was  under  a  disability  (as  so  defined) ,  the  third  month 
following  the  month  in  which  he  ceases  to  be  under  such  dis- 
ability or  (if  later)  the  earlier  of — 

(i)  the  first  month  during  no  part  of  which  he  is  a  full- 
time  student,  or 

(ii)  the  month  in  which  he  attains  the  age  of  22. 
(7)  For  the  purposes  of  this  subsection — 

(A)  A  "full-time  student"  is  an  individual  who  is  in  full-time 
attendance  as  a  student  at  an  educational  institution,  as  deter- 
mined by  the  Secretary  (in  accordance  with  regulations  pre- 
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scribed  by  him)  in  the  light  of  the  standards  and  practices  of  the 
institutions  involved,  except  that  no  individual  shall  be  considered 
a  "full-time  student"  if  he  is  paid  by  his  employer  while  attend- 
ing an  educational  institution  at  the  request,  or  pursuant  to  a  re- 
quirement, of  his  employer. 

(B)  Except  to  the  extent  provided  in  such  regulations,  an 
individual  shall  be  deemed  to  be  a  full-time  student  during  any 
period  of  nonattendance  at  an  educational  institution  at  which 
he  has  been  in  full-time  attendance  if  (i)  such  period  is  4  calendar 
months  or  less,  and  (ii)  he  shows  to  the  satisfaction  of  the  Secre- 
tary that  he  intends  to  continue  to  be  in  full-time  attendance  at 
an  educational  institution  immediately  following  such  period.  An 
individual  who  does  not  meet  the  requirement  of  clause  (ii)  with 
respect  to  such  period  of  nonattendance  shall  be  deemed  to  have 
met  such  requirement  (as  of  the  beginning  of  such  period)  if  he 
is  in  full-time  attendance  at  an  educational  institution  immedi- 
ately following  such  period. 

(C)  An  "educational  institution"  is  (i)  a  school  or  college  or 
university  operated  or  directly  supported  by  the  United  States, 
or  by  any  State  or  local  government  or  political  subdivision  there- 
of, or  (ii)  a  school  or  college  or  university  which  has  been 
approved  by  a  State  or  accredited  by  a  State-recognized  or  nation- 
ally-recognized accrediting  agency  or  body,  or  (iii)  a  non-accred- 
ited school  or  college  or  university  whose  credits  are  accepted,  on 
transfer,  by  not  less  than  three  institutions  which  are  so  accredited, 
for  credit  on  the  same  basis  as  if  transferred  from  an  institution 
so  accredited. 

(D)  A  child  who  attains  age  22  at  a  time  when  he  is  a  full-time 
student  (as  defined  in  subparagraph  (A)  of  this  paragraph  and 
without  the  application  of  subparagraph  (B)  of  such  paragraph) 
but  has  not  (at  such  time)  completed  the  requirements  for,  or 
received,  a  degree  from  a  four-year  college  or  university  shall  be 
deemed  (for  purposes  of  determining  whether  his  entitlement  to 
benefits  under  this  subsection  has  terminated  under  paragraph 
(1)  (F)  and  for  purposes  of  determining  his  initial  entitlement 
to  such  benefits  under  clause  (i)  of  paragraph  (1)(B))  not  to 
have  attained  such  age  until  the  first  day  of  the  first  month  fol- 
lowing the  end  of  the  quarter  or  semester  in  which  he  is  enrolled 
at  such  time  (or,  if  the  educational  institution  (as  defined  in  this 
paragraph)  in  which  he  is  enrolled  is  not  operated  on  a  quarter 
or  semester  system,  until  the  first  day  of  the  first  month  following 
the  completion  of  the  course  in  which  he  is  so  enrolled  or  until 
the  first  day  of  the  third  month  beginning  after  such  time,  which- 
ever first  occurs). 

(8)  In  the  case  of — 

(A)  An  individual  entitled  to  old-age  insurance  benefits  (other 
than  an  individual  referred  to  in  subparagraph  (B)),  or 

(B)  an  individual  entitled  to  disability  insurance  benefits,  or 
an  individual  entitled  to  old-asre  insurance  benefits  who  was  en- 
titled to  disability  insurance  benefits  for  the  month  preceding  the 
first  month  for  which  he  was  entitled  to  old-ag-p  insurance  benefits, 

a  child  of  such  individual  adopted  after  such  individual  became  en- 
titled to  such  old-age  or  disability  insurance  benefits  shall  be  deemed 
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not  to  meet  the  requirements  of  clause  (i)  or  (iii)  of  paragraph  (1) 
(C)  unless  such  child — 

(C)  is  the  natural  child  or  stepchild  of  such  individual  (in- 
cluding such  a  child  who  was  legally  adopted  by  such  individual) . 
or 

(D)  (i)  was  legally  adopted  by  such  individual  in  an  adoption 
decreed  by  a  court  of  competent  jurisdiction  within  the  United 
States, 

(ii)  was  living  with  such  individual  in  the  United  States  and 
receiving  at  least  one-half  of  his  support  from  such  individual 
(I)  if  he  is  an  individual  referred  to  in  subparagraph  (A),  for 
the  year  immediately  before  the  month  in  which  such  individual 
became  entitled  to  old-age  insurance  benefits  or.  if  such  individual 
had  a  period  of  disability  which  continued  until  he  had  become 
entitled  to  old-age  insurance  benefits,  the  month  in  which  such 
period  of  disability  began,  or  (II)  if  he  is  an  individual  referred 
to  in  subparagraph  (B).  for  the  year  immediately  before  the 
month  in  which  began  the  period  of  disability  of  such  individual 
which  still  exists  at  the  time  of  adoption  (or,  if  such  child  was 
adopted  by  such  individual  after  such  individual  attained  age  65. 
the  period  of  disability  of  such  individual  which  existed  in  the 
month  preceding  the  month  in  which  he  attained  age  65).  or  the 
month  in  which  such  individual  became  entitled  to  disability 
insurance  benefit,  or  (III)  if  he  is  an  individual  referred  to  in 
either  subparagraph  (A)  or  subparagraph  (B)  and  the  child  is 
the  grandchild  of  such  individual  or  his  or  her  spouse,  for  the  year 
immediately  before  the  month  in  which  such  child  files  his  or  her 
application  for  child's  insurance  benefits,  and 

(iii)  had  not  attained  the  age  of  18  before  he  began  living  with 
such  individual. 

In  the  case  of  a  child  who  was  born  in  the  one-year  period  during 
which  such  child  must  have  been  living  with  and  receiving  at  least 
one-half  of  his  support  from  such  individual,  such  child  shall  be 
deemed  to  meet  such  requirements  for  such  period  if,  as  of  the  close 
of  such  period,  such  child  has  lived  with  such  individual  in  the  United 
States  and  received  at  least  one-half  of  his  support  from  such  indi- 
vidual for  substantially  all  of  the  period  which  begins  on  the  date  of 
birth  of  such  child. 

(9)  (A)  A  child  who  is  a  child  of  an  individual  under  clause  (3) 
of  the  first  sentence  of  section  216(e)  and  is  not  a  child  of  such  indi- 
vidual under  clause  (1)  or  (2)  of  such  first  sentence  shall  be  deemed 
not  to  be  dependent  on  such  individual  at  the  time  specified  in  sub- 
paragraph (1)  (C)  of  this  subsection  unless  (i)  such  child  was  liv- 
ing with  such  individual  in  the  United  States  and  receiving  at  least 
one-half  of  his  support  from  such  individual  (I)  for  the  year  imme- 
diately before  the  month  in  which  such  individual  became  entitled  to 
old-age  insurance  benefits  or  disability  insurance  benefits  or  died,  or 
(II)  if  such  individual  had  a  period  of  disability  which  continued 
until  he  had  become  entitled  to  old-age  insurance  benefits,  or  disability 
insurance  benefits,  or  died,  for  the  year  immediately  before  the  month 
in  which  such  period  of  disability  began,  and  (ii)*the  period  during 
which  such  child  was  living  with  such  individual  began  before  the 
child  attained  age  18. 
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(B)  In  the  case  of  a  child  who  was  born  in  the  one-year  period  dur- 
ing which  such  child  must  have  been  living  with  and  receiving  at  least 
one-half  of  his  support  from  such  individual,  such  child  shall  be 
deemed  to  meet  such  requirements  for  such  period  if,  as  of  the  close 
of  such  period,  such  chi]d  has  lived  with  such  individual  in  the  United 
States  and  received  at  least  one-half  of  his  support  from  such  indi- 
vidual for  substantially  all  of  the  period  which  begins  on  the  date  of 
such  child's  birth. 

Widow's  Insurance  Benefits 

(e)  (1)  The  widow  (as  defined  in  section  216(c) )  and  every  surviv- 
ing divorced  wife  (as  defined  in  section  216(d) )  of  an  individual  who 
died  a  fully  insured  individual,  if  such  widow  or  such  surviving  di- 
vorced wife — 

(A)  is  not  married, 

(B)  (i)  has  attained  age  60,  or  (ii)  has  attained  age  50  but  has 
not  attained  age  60  and  is  under  a  disability  (as  defined  in  sec- 
tion 223(d) )  which  began  before  the  end  of  the  period  specified 
in  paragraph  (5), 

(C)  (i)  has  filed  application  for  widow's  insurance  benefits,  or 
was  entitled  to  wife's  insurance  benefits,  on  the  basis  of  the 
wages  and  self-employment  income  of  such  individual,  for  the 
month  preceding  the  month  in  which  he  died,  and  (I)  has  attained 
age  65  or  (II)  is  not  entitled  to  benefits  under  subsection  (a)  or 
section  223,  or 

(ii)  was  entitled,  on  the  basis  of  such  wages  and  self -employ- 
ment income,  to  mother's  insurance  benefits  for  the  month  pre- 
ceding the  month  in  which  she  attained  age  65,  and 

(D)  is  not  entitled  to  old-age  insurance  benefits  or  is  entitled 
to  old-age  insurance  benefits  each  of  which  is  less  than  the  pri- 
mary insurance  amount  of  such  deceased  individual,  shall  be 
entitled  to  a  widow's  insurance  benefit  for  each  month,  beginning 
with — 

(E)  if  she  satisfies  subparagraph  (B)  by  reason  of  clause  (i) 
thereof,  the  first  month  in  which  she  becomes  so  entitled  to  such 
insurance  benefits,  or 

(F)  if  she  satisfies  subparagraph  (B)  by  reason  of  clause  (ii) 
thereof — 

(i)  the  first  month  after  her  waiting  period  (as  defined  in 
paragraph  (6))  in  which  she  becomes  so  entitled  to  such 
insurance  benefits,  or 

(ii)  the  first  month  during  all  of  which  she  is  under  a  dis- 
ability and  in  which  she  becomes  so  entitled  to  such  insurance 
benefits,  but  only  if  she  was  previously  entitled  to  insurance 
benefits  under  this  subsection  on  the  basis  of  being  under  a 
disability  and  such  first  month  occurs  (I)  in  the  period 
specified  in  paragraph  (5)  and  (II)  after  the  month  in 
which  a  previous  entitlement  to  such  benefits  on  such  basis 
terminated, 

and  ending  with  the  month  preceding  the  first  month  in  which  any 
of  the  following  occurs :  she  remarries,  dies,  becomes  entitled  to  an 
old-age  insurance  benefit  eaual  to  or  exceeding  the  primary  insur- 
ance amount  of  such  dec?ased  individual,  or,  if  she  became  entitled  to 
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such  benefits  before  she  attained  age  60,  [the  third  month  following 
the  month  in  which  her  disability  ceases  (unless  she  attains  age  65  on 
or  before  the  last  day  of  such  third  month)  .]  subject  to  section  223(e) , 
the  termination  month  (unless  she  attains  age  65  on  or  before  the 
last  day  of  such  termination  month) .  For  purposes  of  the  preceding 
sentence,  the  termination  month  for  any  individual  shall  be  the  third 
month  following  the  month  in  which  her  disability  ceases;  except  that, 
in  the  case  of  ]an  individual  who  has  a  period  of  trial  ivork  which  ends 
as  determined  by  application  of  section  222(c)  (4)  (^L),  the  termina- 
tion month  shall  be  the  earlier  of  (I)  the  third  month  following  the 
earliest  month  after  the  end  of  such  period  of  trial  work  with  respect 
to  which  such  individual  is  determined  to  no  longer  be  suffering  from 
a  disabling  physical  or  mental  impairment,  or  (II)  the  first  month 
after  the  period  of  15  consecutive  months  following  the  end,  of  such 
period  of  trial  work  in  ivhich  such  individual  engages  in  or  is  deter- 
mined to  be  able  to  engage  in  substantial  aainful  activity. 

(2)  (A)  Except  as  provided  in  subsection  (q),  paragraph  (8)  of  this 
subsection,  and  subparagraph  (B)  of  this  paragraph,  such  widow's 
insurance  benefit  for  each  month  shall  be  equal  to  the  primary  insur- 
ance amount  (as  determined  after  application  of  the  following  sen- 
tence) of  such  deceased  individual.  If  such  deceased  individual  was 
(or  upon  application  would  have  been)  entitled  to  an  old-age  insur- 
ance benefit  which  was  increased  (or  subject  to  being  increased)  on 
account  of  delayed  retirement  under  the  provisions  of  subsection  (w), 
then,  for  purposes  of  this  subsection,  such  individual's  primary  insur- 
ance amount,  if  less  than  the  old-age  insurance  benefit  (increased, 
where  applicable,  under  section  215(f)  (5)  or  (6)  and  under  section 
215  (i)  as  if  such  individual  were  still  alive  in  the  case  of  an  individual 
who  has  died)  which  he  was  receiving  (or  would  upon  application 
have  received)  for  the  month  prior  to  the  month  in  which  he  died, 
shall  be  deemed  to  be  equal  to  such  old-age  insurance  benefit,  and 
(notwithstanding  the  provisions  of  paragraph  (3)  of  such  subsection 
(w)  the  number  of  increment  months  shall  include  any  month  in  the 
months  of  the  calendar  year  in  which  he  died,  prior  to  the  month  in 
which  he  died,  which  satisfy  the  conditions  in  paragraph  (2)  of  such 
subsection  (w). 

(B)  If  the  deceased  individual  (on  the  basis  of  whose  wages  and 
self-employment  income  a  widow  or  surviving  divorced  wife  is  en- 
titled to  widow's  insurance  benefits  under  this  subsection)  was,  at  any 
time,  entitled  to  an  old-age  insurance  benefit  which  was  reduced  by 
reason  of  the  application  of  subsection  (q),  the  widow's  insurance 
benefit  of  such  widow  or  surviving  divorced  wife  for  any  month  shall, 
if  the  amount  of  the  widow's  insurance  benefit  of  such  widow  or  sur- 
viving divorced  wife  (as  determined  under  subparagraph  (A)  and 
after  application  of  subsection  (q) )  is  greater  than — 

(i)  the  amount  of  the  old-age  insurance  benefit  to  which  such 
deceased  individual  would  have  been  entitled  (after  application 
of  subsection  (q) )  for  such  month  if  such  individual  were  still 
living  and  section  215(f)  (5)  or  (6)  were  applied,  where  appli- 
cable, and 

(ii)  82%  percent  of  the  primary  insurance  amount  of  such 
deceased  individual, 

be  reduced  to  the  amount  referred  to  in  clause  (i),  or  (if  greater) 
the  amount  referred  to  in  clause  (ii). 


122 


(3)  If  a  widow,  before  attaining  age  60,  or  a  surviving  divorced 
wife,  marries — 

(A)  an  individual  entitled  to  benefits  under  subsection  (f )  or 
(h)  of  this  section,  or 

(B)  an  individual  who  has  attained  the  age  of  eighteen  and  is 
entitled  to  benefits  under  subsection  (d), 

such  widow's  or  surviving  divorced  wife's  entitlement  to  benefits  under 
this  subsection  shall,  not  withstanding  the  provisions  of  paragraph  (1) 
but  subject  to  subsection  (s),  not  be  terminated  by  reason  of  such 
marriage ;  except  that,  in  the  case  of  such  a  marriage  to  an  individual 
entitled  to  benefits  under  subsection  (d),  the  preceding  provisions  of 
this  paragraph  shall  not  apply  with  respect  to  benefits  for  months 
after  the  last  month  for  which  such  individual  is  entitled  to  such  bene- 
fits under  subsection  (d)  unless  he  ceases  to  be  so  entitled  by  reason 
of  his  death. 

(4)  If  a  widow,  after  attaining  age  60,  marries,  such  marriage 
shall  for  purposes  of  paragraph  (1),  be  deemed  not  to  have  occurred. 

(5)  The  period  referred  to  in  paragraph  (1)  (B)  (ii),  in  the  case 
of  any  widow  or  surviving  divorced  wife,  is  the  period  beginning  with 
whichever  of  the  following  is  the  latest : 

(A)  the  month  in  which  occurred  the  death  of  the  fully  in- 
sured individual  referred  to  in  paragraph  (1)  on  whose  wages 
and  self -employment  income  her  benefits  are  or  would  be  based, 
or 

(B)  the  last  month  for  which  she  was  entitled  to  mother's  in- 
surance benefits  on  the  basis  of  the  wages  and  self-employment 
income  of  such  individual,  or 

(C)  the  month  in  which  a  previous  entitlement  to  widow's  in- 
surance benefits  on  the  basis  of  such  wages  and  self-employment 
income  terminated  because  her  disability  had  ceased, 

and  ending  with  the  month  before  the  month  in  which  she  attains  age 
60,  or,  if  earlier,  with  the  close  of  the  eighty-fourth  month  following 
the  month  with  which  such  period  began. 

(6)  The  waiting  period  referred  to  in  paragraph  (1)(F),  in  the 
case  of  any  widow  or  surviving  divorced  wife,  is  the  earliest  period  of 
five  consecutive  calendar  months — 

(A)  throughout  which  she  has  been  under  a  disability,  and 

(B)  which  begins  not  earlier  than  with  whichever  of  the  fol- 
lowing is  the  later:  (i)  the  first  day  of  the  seventeenth  month 
before  the  month  in  which  her  application  is  filed,  or  (ii)  the  first 
day  of  the  fifth  month  before  the  month  in  which  the  period 
specified  in  paragraph  (5)  begins. 

(7)  In  the  case  of  an  individual  entitled  to  monthly  insurance 
benefits  payable  under  this  section  for  any  month  perior  to  January 
1973  whose  benefits  were  not  redetermined  under  section  102(g)  of 
the  Social  Security  Amendments  of  1972,  such  benefits  shall  not  be 
redetermined  pursuant  to  such  section,  but  shall  Jbe  increased  pursuant 
to  any  general  benefit  increase  (as  defined  in  section  215  (i)  (3) )  or  any 
increase  in  benefits  made  under  or  pursuant  to  section  215 (i),  includ- 
ing for  this  purpose  the  increase  provided  effective  for  March  1974, 
as  though  such  redetermination  had  been  made. 

(8)  (A)  The  amount  of  a  widow's  insurance  benefit  for  each  month 
as  determined  (after  application  of  the  provisions  of  subsections  (q) 
and  (k),  paragraph  (2)  (B),  and  paragraph  (4))  shall  be  reduced 
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(but  not  below  zero)  by  an  amount  equal  to  the  amount  of  any  monthly 
periodic  benefit  payable  to  such  widow  (or  surviving  divorced  wife) 
for  such  month  which  is  based  upon  her  earnings  while  in  the  service 
of  the  Federal  Government  or  any  State  (or  any  political  subdivision 
thereof,  as  defined  in  section  218(b)  (2) )  if,  on  the  last  day  she  was 
employed  by  such  entity,  such  service  did  not  constitute  "employment" 
as  defined  in  section  210. 

(B)  For  purposes  of  this  paragraph,  any  periodic  benefit  which 
otherwise  meets  the  requirements  of  subparagraph  (A),  but  which  is 
paid  on  other  than  a  monthly  basis,  shall  be  allocated  on  a  basis  equiva- 
lent to  a  monthly  benefit  (as  determined  by  the  Secretary)  and  such 
equivalent  monthly  benefit  shall  constitute  a  monthly  periodic  benefit 
for  purposes  of  subparagraph  (A).  For  purposes  of  this  subpara- 
graph, the  term  "periodic  benefit"  includes  a  benefit  payable  in  a 
lump  sum  if  it  is  a  commutation  of,  or  a  substitute  for,  periodic 
payments. 

Widower's  Insurance  Benefits 

(f)  (1)  The  widower  (as  defined  in  section  216(g) )  of  an  individual 
who  died  a  full  insured  individual,  if  such  widower — 

(A)  has  not  remarried, 

(B)  (i)  has  attained  age  60,  or  (ii)  has  attained  age  50  but  has 
not  attained  age  60  and  is  under  a  disability  (as  defined  in  section 
223(d))  which  began  before  the  end  of  the  period  specified  in 
paragraph  (6), 

(C)  has  filed  application  for  widower's  insurance  benefits  or 
was  entitled  to  husband's  insurance  benefits,  on  the  basis  of  the 
wages  and  self-employment  income  of  such  individual,  for  the 
month  preceding  the  month  in  which  she  died,  and  (I)  has  at- 
tained age  65  or  (II)  is  not  entitled  to  benefits  under  subsection 
(a)  or  section  223, 

(D)  is  not  entitled  to  old-age  insurance  benefits,  or  is  entitled 
to  old-age  insurance  benefits  each  of  which  is  less  than  the  pri- 
mary insurance  amount  of  his  deceased  wife, 

shall  be  entitled  to  a  widower's  insurance  benefit  for  each  month,  be- 
ginning with — 

(E)  if  he  satisfies  subparagraph  (B)  by  reason  of  clause  (i) 
thereof,  the  first  month  in  which  he  becomes  so  entitled  to  such 
insurance  benefits,  or 

(F)  if  he  satisfies  subparagraph  (B)  by  reason  of  clause  (ii) 
thereof — 

(i)  the  first  month  after  his  waiting  period  (as  defined  in 
paragraph  (7) )  in  which  he  becomes  so  entitled  to  such  in- 
surance benefits,  or 

(ii)  the  first  month  during  all  of  which  he  is  under  a  dis- 
ability and  in  which  he  becomes  so  entitled  to  such  insurance 
benefits,  but  only  if  he  was  previously  entitled  to  insurance 
benefits  under  this  subsection  on  the  basis  of  being  under  a 
disability  and  such  first  month  occurs  (I)  in  the  period 
specified  in  paragraph  (6)  and  (II)  after  the  month  in 
which  a  previous  entitlement  to  such  benefits  on  such  basis 
terminated, 

and  ending  with  the  month  preceding  the  first  month  in  which  any  of 
the  following  occurs :  he  remarries,  dies,  or  becomes  entitled  to  an  old- 
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age  insurance  benefit  equal  to  or  exceeding  the  primary  insurance 
amount  of  his  deceased  wife,  or  if  he  became  entitled  to  such  benefits 
before  he  attained  age  60,  [the  third  month  following  the  month 
in  which  his  disability  ceases  (unless  he  attains  age  65  on  or  before  the 
last  day  of  such  third  month) subject  to  section  223  (e) ,  the  termina- 
tion month  (unless  he  attains  age  65  on  or  before  the  last  day  of  such 
termination  month).  For  purposes  of  the  preceding  sentence,  the  ter- 
mination month  for  any  individual  shall  be  the  third  month  following 
the  month  in  which  his  disability  ceases;  except  that,  in  the  case  of  an 
individual  toho  has  a  period  of  trial  work  which  ends  as  determined  by 
application  of  section  222(c)  (4)  (A),  the  termination  month  shall  be 
the  earlier  of  (I)  the  third  month  following  the  earliest  month  after 
the  end  of  such  period  of  trial  work  with  respect  to  which  such  indi- 
vidual is  determined  to  no  longer  be  suffering  from  a  disabling  physi- 
cal or  mental  impairment,  or  (II)  the  first  month  after  the  period  of 
15  consecutive  months  following  the  end  of  such  period  of  trial  work 
in  ivhich  such  individual  engages  in  or  is  determined  to  be  able  to 
engage  in  substantial  gainful  activity. 

(2)  (A)  The  amount  of  widower's  insurance  benefit  for  each  month 
(as  determined  after  application  of  the  provisions  of  subsections  (k) 
and  (q),  paragraph  (3)(B),  and  paragraph  (5))  shall  be  reduced 
(but  not  below  zero)  by  an  amount  equal  to  the  amount  of  any  monthly 
periodic  benefit  payable  to  such  widower  for  such  month  which  is  based 
upon  his  earnings  while  in  the  service  of  the  Federal  Government  or 
any  State  (or  any  political  subdivision  thereof,  as  defined  in  section 
218(b)  (2) )  if,  on  the  last  day  he  was  employed  by  such  entity,  such 
service  did  not  constitute  "employment'  'as  defined  in  section  210. 

(B)  For  purposes  of  this  paragraph,  any  periodic  benefit  which 
otherwise  meets  the  requirements  of  subparagraph  (A),  but  which  is 
paid  on  other  than  a  monthly  basis,  shall  be  allocated  on  a  basis  equiv- 
alent to  a  monthly  benefit  (as  determined  by  the  Secretary)  and  such 
equivalent  monthly  benefit  shall  constitute  a  monthly  periodic  benefit 
for  purposes  of  subparagraph  (A).  For  purposes  of  this  subpara- 
graph, the  term  "periodic  benefit"  includes  a  benefit  payable  in  a  lump 
sum  if  it  is  a  commutation  of,  or  a  substitute  for,  periodic  payments. 

(4)  (A)  Except  as  provided  in  subsection  (q),  paragraph  (2),  of 
this  subsection,  and  subparagraph  (B)  of  this  paragraph,  such  wid- 
ower's insurance  benefit  for  each  month  shall  be  equal  to  the  primary 
insurance  amount  (as  determined  after  application  of  the  following 
sentence)  of  his  deceased  wife.  If  such  deceased  individual  was  (or 
upon  application  would  have  been)  entitled  to  an  old-age  insurance 
benefit  which  was  increased  (or  subject  to  being  increased)  on  account 
of  delayed  retirement  under  the  provisions  of  subsection  (w).  then, 
for  purposes  of  this  subsection,  such  individual's  primary  insurance 
amount,  if  less  than  the  old-age  insurance  benefit  (increased,  where 
applicable,  under  section  215(f)  (5)  or  (6)  and  under  section  215 (i) 
as  if  such  individual  were  still  alive  in  the  case  of  an  individual  who 
has  died)  which  she  was  receiving  (or  would  upon  application  have 
received)  for  the  month  prior  to  the  month  in  which  she  died,  shall  be 
deemed  to  be  equal  to  such  old-age  insurance  benefit,  and  (notwith- 
standing the  provisions  of  parasfraoh  ( 3)  of  such  subsection  (w) )  the 
number  of  increment  months  shall  include  any  month  in  the  months 
of  the  calendar  year  in  which  she  died,  prior  to  the  month  in  which 
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she  died,  which  satisfy  the  conditions  in  paragraph  (2)  of  such  sub- 
section (w). 

(B)  If  the  deceased  wife  (on  the  basis  of  whose  wages  and  self- 
employment  income  a  widower  is  entitled  to  widower's  insurance  bene- 
fits under  this  subsection)  was.  at  any  time,  entitled  to  an  old-age 
insurance  benefit  which  was  reduced  bj  reason  of  the  application  of 
subsection  (q),  the  widower's  insurance  benefit  of  such  widower  for 
any  month  shall,  if  the  amount  of  the  widower's  insurance  benefit  of 
such  widower  (as  determined  under  subparagraph  (A)  and  after  ap- 
plication of  subsection  (q) )  is  greater  than — 

(i)  the  amount  of  the  old-age  insurance  benefit  to  which  such 
deceased  wife  would  have  been  entitled  (after  application  of  sub- 
section (q))  for  such  month  if  such  wife  were  still  living  and 
section  215(f)  (5)  or  (6)  were  applied,  where  applicable:  and 

(ii)  82%  percent  of  the  primary  insurance  amount  of  such  de- 
ceased wife : 

be  reduced  to  the  amount  referred  to  in  clause  (i),  or  (if  greater)  the 
amount  referred  to  in  clause  (ii) . 

(4)  If  a  widower,  before  attaining  age  60,  remarries — 

(A)  an  individual  entitled  to  benefits  under  subsection  (b). 
(e),  (g).  or  (h),  or 

(B)  an  individual  who  has  attained  the  age  of  eighteen  and  is 
entitled  to  benefits  under  subsection  (d) , 

such  widower's  entitlement  to  benefits  under  this  subsection  shall, 
notwithstanding  the  provisions  of  paragraph  (1)  but  subject  to  sub- 
section (s).  not  be  terminated  by  reason  of  such  marriage. 

(5)  If  a  widower,  after  attaining  the  age  of  60.  marries,  such 
marriage  shall,  for  purposes  of  paragraph  (1).  be  deemed  not  to  have 
occurred. 

(6)  The  period  referred  to  in  paragraph  (1)  (B)  (ii).  in  the  case 
of  any  widower,  is  the  period  beginning  with  whichever  of  the  follow- 
ing is  the  latest : 

(A)  the  month  in  which  occurred  the  death  of  the  fully  in- 
sured individual  referred  to  in  paragraph  (1)  on  whose  wages 
and  self -employment  income  his  benefits  are  or  vould  be  based,  or 

(B)  the  month  in  which  a  previous  entitlement  to  widower's 
insurance  benefits  on  the  basis  of  such  wages  and  self-employ- 
ment income  terminated  because  his  disability  had  ceased. 

and  ending  with  the  month  before  the  month  in  which  he  attains  age 
60.  or,  if  earlier,  with  the  close  of  the  eighty-fourth  month  following 
the  month  with  which  such  period  began. 

(7)  The  waiting  period  referred  to  in  paragraph  (1)  (F).  in  the 
case  of  any  widower,  is  the  earliest  period  of  five  consecutive  calendar 
months — " 

(A)  throughout  which  he  has  been  under  disability,  and 

(B)  which  begins  not  earlier  than  with  whichever  of  the  fol- 
lowing is  the  later:  (i)  the  first  day  of  the  seventeenth  month 
before  the  month  in  which  his  application  is  filed,  or  (ii)  the 
first  day  of  the  fifth  month  before  the  month  in  which  the  period 
specified  in  paragraph  (6)  begins. 

(8)  In  the  case  of  an  individual  entitled  to  monthly  insurance  bene- 
fits payable  under  this  section  for  any  month  prior  to  January  1973 
whose  benefits  were  not  redetermined  under  section  102(g)  of  the 
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Social  Security  Amendments  of  1972,  such  benefits  shall  not  be  redeter- 
mined pursuant  to  such  section,  but  shall  be  increased  pursuant  to  any 
general  benefit  increase  (as  defined  in  section  215  (i)  (3))  or  any  in- 
crease in  benefits  made  under  or  pursuant  to  section  215  (i),  including  1 
for  this  purpose  the  increase  provided  effective  for  March  1974,  as  | 
though  such  redetermination  had  been  made. 

*  *  *  *  *  *  * 

Application  for  Monthly  Insurance  Benefits 

(j)(l)  Subject  to  the  limitations  contained  in  paragraph  (4),  an 
individual  who  would  have  been  entitled  to  a  benefit  under  subsection 
(a),  (b),  (c),  (d),  (e),  (f),  (g),  or  (h)  for  any  month  after  August 
1950  had  he  filed  application  therefor  prior  to  the  end  of  such  month 
shall  be  entitled  to  such  benefit  for  such  month  if  he  files  application 
therefor  prior  to  the  end  of  the  twelfth  month  immediately  succeeding 
such  month.  Any  benefit  under  this  title  for  a  month  prior  to  the  month 
in  which  application  is  filed  shall  be  reduced  to  any  extent  that  may  be 
necessary,  so  that  it  will  not  render  erroneous  any  benefit  which,  before 
the  filing  of  such  application,  the  Secretary  has  certified  for  payment 
for  such  prior  month. 

[(2)  An  application  for  any  monthly  benefits  under  this  section  filed 
before  the  first  month  in  which  the  applicant  satisfies  the  require- 
ments for  such  benefits  shall  be  deemed  a  valid  application  only  if  the 
applicant  satisfies  the  requirements  for  such  benefits  before  the  Secre- 
tary makes  a  final  decision  on  the  application.  If  upon  final  decision 
by  the  Secretary,  or  decision  upon  judicial  review  thereof,  such  appli- 
cant is  found  to  satisfy  such  requirements,  the  application  shall  be 
deemed  to  have  been  filed  in  such  first  month.] 

(2)  An  application  for  any  monthly  benefits  under  this  section  filed 
before  the  first  month  in  which  the  applicant  satisfies  the  requirements 
for  such  benefits  shall  be  deemed  a  valid  application  {and  shall  be 
deemed  to  have  been  filed  in  such  first  month)  only  if  the  applicant 
satisfies  the  requirements  for  such  benefits  before  the  Secretary  makes 
a  final  decision  on  the  application  and  no  request  under  section  205(b) 
for  notice  and  opportunity  for  a  hearing  thereon  is  made  or,  if  such 
a  request  is  made,  before  a  decision  based  upon  the  evidence  adduced 
at  the  hearing  is  made  (regardless  of  whether  such  decision  becomes 
the  -final  decision  of  the  Secretary) . 

(3)  Notwithstanding  the  provisions  of  paragraph  (1) ,  an  individual 
may,  at  his  option,  waive  entitlement  to  any  benefit  referred  to  in  para- 
graph (1)  for  any  one  or  more  consecutive  months  (beginning  with 
the  earliest  month  for  which  such  individual  would  otherwise  be  en- 
titled to  such  benefit)  which  occurs  before  the  month  in  which  such 
individual  files  application  for  such  benefit;  and,  in  such  case,  such 
individual  shall  not  be  considered  as  entitled  to  such  benefits  for  any 
such  month  or  months  before  such  individual  filed  such  application. 
An  individual  shall  be  deemed  to  have  waived  such  entitlement  for  any 
such  month  for  which  such  benefit  would,  under  the  second  sentence 
of  paragraph  (1) ,  be  reduced  to  zero. 

(4)  (A)  Except  as  provided  in  subparagraph  (B),  no  individual 
shall  be  entitled  to  a  monthly  benefit  under  subsection  (a),  (b),  (c), 
(e),  or  (f)  for  any  month  prior  to  the  month  in  which  he  or  she  files 
an  application  for  benefits  under  that  subsection  if  the  effect  of  entitle- 
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ment  to  such  benefit  would  be  to  reduce,  pursuant  to  subsection  (q), 
the  amount  of  the  monthly  benefit  to  which  such  individual  would 
otherwise  be  entitled  for  the  month  in  which  such  application  is  filed. 

(B)  (i)  If  the  individual  applying  for  retroactive  benefits  is  apply- 
ing for  such  benefits  under  subsection  (a),  and  there  are  one  or  more 
other  persons  who  would  (except  for  subparagraph  ( A) )  be  entitled 
for  any  month,  on  the  basis  of  the  wages  and  self -employment  income 
of  such  individual  and  because  of  such  individual's  entitlement  to 
such  retroactive  benefits,  to  retroactive  benefits  under  subsection  (b), 
(c),  or  (d)  not  subject  to  reduction  under  subsection  (q),  then  sub- 
paragraph (A)  shall  not  apply  with  respect  to  such  month  or  any 
subsequent  month. 

(ii)  If  the  individual  applying  for  retroactive  benefits  is  a  widow, 
surviving  divorced  wife,  or  widower  and  is  under  a  disability  (as 
defined  in  section  223  (d) ) ,  and  such  individual  would,  except  for  sub- 
paragraph (A) ,  be  entitled  to  retroactive  benefits  as  a  disabled  widow 
or  widower  or  disabled  surviving;  divorced  wife  for  any  month  before 
attaining  the  age  of  60,  then  subparagraph  (A)  shall  not  apply  with 
respect  to  such  month  or  any  subsequent  month. 

(iii)  If  the  individual  applying  for  retroactive  benefits  has  excess 
earnings  (as  defined  in  section  203(f) )  in  the  year  in  which  he  or  she 
files  an  application  for  such  benefits  which  could,  except  for  subpara- 
graph (A),  be  charged  to  months  in  such  year  prior  to  the  month  of 
application,  then  subparagraph  (A)  shall  not  apply  to  so  many  of 
such  months  immediately  preceding  the  month  of  application  as  are 
required  to  charge  such  excess  earnings  to  the  maximum  extent 
possible. 

(iv)  As  used  in  this  subparagraph,  the  term  "retroactive  benefits" 
means  benefits  to  which  an  indiA'idual  becomes  entitled  for  a  month 
prior  to  the  month  in  which  application  for  such  benefits  is  filed. 

*  *  *  *  *  *  * 

Reduction  of  Insurance  Benefits 
Maximum  Benefits 

Sec.  203.  (a)  (1)  In  the  case  of  an  individual  whose  primary  insur- 
ance amount  has  been  computed  or  recomputed  under  section  215(a) 
(1)  or  (4),  or  section  215(d),  as  in  effect  after  December  1978,  the 
total  monthly  benefits  to  which  beneficiaries  may  be  entitled  under 
section  202  or  223  for  a  month  on  the  basis  of  the  wages  and  self- 
employment  income  of  such  individual  shall,  except  as  provided  by 
paragraphs  [(3)]  and  (6)  (but  prior  to  anv  increases  resulting  from 
the  application  of  paragraph  (2)  (A)  (ii)  (III)  of  section  215(i)).  be 
reduced  as  necessary  so  as  not  to  exceed — 

(A)  150  percent  of  such  individual's  primary  insurance  amount 
to  the  extent  that  it  does  not  exceed  the  amount  established  with 
respect  to  this  subparagraph  by  paragraph  (2). 

(B)  272  percent  of  such  individual's  primary  insurance  amount 
to  the  extent  that  it  exceeds  the  amount  established  with  respect 
to  subparagraph  (A)  but  does  not  exceed  the  amount  established 
with  respect  to  this  subparagraph  by  paragraph  (2). 

(C)  134  percent  of  such  individual's  primary  insurance  amount 
to  the  extent  that  it  exceeds  the  amount  established  with  respect 
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to  subparagraph  (B)  but  does  not  exceed  the  amount  established 

with  respect  to  this  subparagraph  by  paragraph  (2),  and 

(D)  175  percent  of  such  individual's  primary  insurance  amount  | 

to  the  extent  that  it  exceeds  the  amount  established  with  respect  to  i 

subparagraph  (C). 
Any  such  amount  that  is  not  a  multiple  of  $0.10  shall  be  increased  to 
the  next  higher  multiple  of  $0.10. 

(2)  (A)  For  individuals  who  initially  become  eligible  for  old-age 
or  disability  insurance  benefits,  or  who  die  (before  becoming  so  eligi- 
ble for  such  benefits),  in  the  calendar  year  1979,  the  amounts  estab- 
lished with  respect  to  subparagraphs  (A),  (B),  and  (C)  of  para- 
graph (1)  shall  be  $230,  $332,  and  $433,  respectively. 

(B)  For  individuals  who  initially  become  eligible  for  old-age  or 
disability  insurance  benefits  ,  or  who  die  (before  becoming  so  eligible 
for  such  benefits) ,  in  any  calendar  year  after  1979,  each  of  the  amounts 
so  established  shall  equal  the  product  of  the  corresponding  amount 
established  for  the  calendar  year  1979  by  subparagraph  (A)  of  this 
paragraph  and  the  quotient  obtained  under  subparagraph  (B)  (ii) 
of  section  215(a)  (1),  with  such  product  being  rounded  in  the  manner 
prescribed  by  section  215(a)  (1)  (B)  (iii). 

(C)  In  each  calender  year  after  1978  the  Secretary  shall  publish 
in  the  Federal  Kegister,  on  or  before  November  1,  the  formula  which 
(except  as  provided  in  section  215  (i)  (2)  (D) )  is  to  be  applicable 
under  this  paragraph  to  individuals  who  become  eligible  for  old-age 
or  disability  insurance  benefits,  or  who  die  (before  becoming  eligible 
for  such  benefits) ,  in  the  following  calendar  year. 

(D)  A  year  shall  not  be  counted  as  the  year  of  an  individual's  death 
or  eligibility  for  purposes  of  this  paragraph  or  paragraph  [(7)]  (8) 
in  any  case  where  such  individual  was  entitled  to  a  disability  insurance 
benefit  for  any  of  the  12  months  immediately  preceding  the  month  of 
such  death  or  eligibility  (but  there  shall  be  counted  instead  the  year 
of  the  individual's  eligibility  for  the  disability  insurance  benefits  to 
which  he  was  entitled  during  such  12  months) . 

(3)  (A)  When  an  individual  who  is  entitled  to  benefits  on  the  basis 
of  the  wages  and  self -employment  income  of  any  insured  individual 
and  to  whom  this  subsection  applies  would  (but  for  the  provisions  of 
section  202 (k)  (2)  ( A) )  be  entitled  to  child's  insurance  benefits  for  a 
month  on  the  basis  of  the  wages  and  self -employment  income  of  one 
or  more  other  insured  individuals,  the  total  monthly  benefits  to  which 
all  beneficiaries  are  entitled  on  the  bases  of  such  wages  and  self-em- 
ployment income  shall  not  be  reduced  under  this  subsection  to  less 
than  the  smaller  of — 

(i)  the  sum  of  the  maximum  amounts  of  benefits  payable  on 
the  basis  of  the  wages  and  self -employment  income  of  all  such 
insured  individuals,  or 

(ii)  an  amount  equal  to  the  product  of  1.75  and  the  primary 
insurance  amount  that  would  be  computed  under  section  215(a) 
(1)  for  that  month  with  respect  to  average  indexed  monthly 
earnings  equal  to  one-twelfth  of  the  contribution  and  benefit  base 
determined  for  that  year  under  section  230. 

(B)  When  two  or  more  persons  were  entitled  (without  the  appli- 
cation of  section  202(j)(l)  and  section  223(b))  to  monthly  benefits 
under  section  202  or  223  for  January  1971  or  any  prior  month  on  the 
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basis  of  the  wages  and  self -employment  income  of  such  insured  indi- 
vidual and  the  provisions  of  this  subsection  as  in  effect  for  any  such 
month  were  applicable  in  determining  the  benefit  amount  of  any  per- 
sons on  the  basis  of  such  wages  and  self-employment  income,  the  total 
of  benefits  for  any  month  after  January  1971  shall  not  be  reduced  to 
less  than  the  largest  of — 

(i)  the  amount  determined  under  this  subsection  without  re- 
gard to  this  subparagraph. 

(ii)  the  largest  amount  which  has  been  determined  for  any 
month  under  this  subsection  for  persons  entitled  to  monthly 
benefits  on  the  basis  of  such  insured  individual's  wages  and  self- 
employment  income,  or 

(iii)  if  any  persons  are  entitled  to  benefits  on  the  basis  of  such 
wages  and  self -employment  income  for  the  month  before  the  effec- 
tive month  (after  September  1972)  of  a  general  benefit  increase 
under  this  title  (as  defined  in  section  215 (i)  (3))  or  a  benefit  in- 
crease under  the  provisions  of  section  215  (i) ,  an  amount  equal 
to  the  sum  of  amounts  derived  by  multiplying  the  benefit  amount 
determined  under  this  title  (excluding  any  part  thereof  deter- 
mined under  section  202  (w) )  for  the  month  before  such  effective 
month  (including  this  subsection,  but  without  the  application  of 
section  222(b),  section  202 (q),  and  subsections  (b),  (c),  and  (d) 
of  this  section),  for  each  such  person  for  such  month,  by  a  per- 
centage equal  to  the  percentage  of  the  increase  provided  under 
such  benefit  increase  (with  any  such  increased  amount  which  is 
not  a  multiple  of  $0.10  being  rounded  to  the  next  higher  multiple 
of  $0.10)  • 

but  in  any  such  case  (I)  subparagraph  (A)  of  this  paragraph  shall  not 
be  applied  to  such  total  of  benefits  after  the  application  of  clause  (ii) 
or  (iii),  and  (II)  if  section  202 (k)  (2)  (A)  was  applicable  in  the  case 
of  any  such  benefits  for  a  month,  and  ceases  to  apply  for  a  month  after 
such  month,  the  provisions  of  clause  (ii)  or  (iii)  shall  be  applied,  for 
and  after  the  month  in  which  section  202  (k)  (2)  (A)  ceases  to  apply, 
as  though  subparagraph  (A)  of  this  paragraph  had  not  been  appli- 
cable to  such  total  of  benefits  for  the  last  month  for  which  clause  (ii) 
or  (iii)  was  applicable. 

(C)  When  any  of  such  individuals  is  entitled  to  monthly  benefits  as 
a  divorced  spouse  under  section  202  (b)  or  (c)  or  as  a  surviving  di- 
vorced spouse  under  section  202  (e)  or  (f )  for  any  month,  the  benefit 
to  which  he  or  she  is  entitled  on  the  basis  of  the  wages  and  self- 
employment  income  of  such  insured  individual  for  such  month  shall 
be  determined  without  regard  to  this  subsection,  and  the  benefits  of  all 
other  individuals  who  are  entitled  for  such  month  to  monthly  benefits 
under  section  202  on  the  wasres  and  self-employment  income  of  such 
insured  individual  shall  be  determined  as  if  no  such  divorced  spouse 
or  surviving  divorced  spouse  were  entitled  to  benefits  for  such  month. 

(4)  In  anv  case  in  which  benefits  are  reduced  pursuant  to  the  pre- 
ceding provisions  of  this  subsection,  the  reduction  shall  be  made  after 
any  deductions  under  this  section  and  after  anv  deductions  under  sec- 
tion 222(b).  Whenever  a  reduction  is  made  under  this  subsection  in 
the  total  of  monthly  benefits  to  which  individuals  are  entitled  for  any 
month  on  the  basis  of  the  wages  and  self-employment  income  of  an 
insured  individual,  each  such  benefit  other  than  the  old-age  or  dis 
ability  insurance  benefit  shall  be  proportionately  decreased. 
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(5)  Notwithstanding  any  other  provision  of  law,  when — 

(A)  two  or  more  persons  are  entitled  to  monthly  benefits  for  a 
particular  month  on  the  basis  of  the  wages  and  self -employment 
income  of  an  insured  individual  and  (for  such  particular  month) 
the  provisions  of  this  subsection  are  applicable  to  such  monthly 
benefits,  and 

(B)  such  individual's  primary  insurance  amount  is  increased 
for  the  following  month  under  any  provision  of  this  title, 

then  the  total  of  monthly  benefits  for  all  persons  on  the  basis  of  such 
wages  and  self-employment  income  for  such  particular  month,  as 
determined  under  the  provisions  of  this  subsection,  shall  for  purposes 
of  determining  the  total  monthly  benefits  for  all  persons  on  the  basis 
of  such  wages  and  self-employment  income  for  months  subsequent  to 
such  particular  month  be  considered  to  have  been  increased  by  the 
smallest  amount  that  would  have  been  required  in  order  to  assure  that 
the  total  of  monthly  benefits  payable  on  the  basis  of  such  wages  and 
self-employment  income  for  any  such  subsequent  month  will  not  be 
less  (after  the  application  of  the  other  provisions  of  this  subsection 
and  section  202 (q))  than  the  total  of  monthly  benefits  (after  the 
application  of  the  other  provisions  of  this  subsection  and  section  202 
(q) )  payable  on  the  basis  of  such  wages  and  self -employment  income 
for  such  particular  month. 

(6)  N  otioithstanding  any  of  thez  preceding  provisions  of  this  sub- 
section other  than  paragraphs  (3)  (A),  (3)  (67),  and  (5)  (but  subject 
to  section  215  (i)  (2)  (A)  (ii)) ,  the  total  monthly  benefits  to  which 
beneficiaries  may  be  entitled  under  sections  202  and  223  for  any  month 
on  the  basis  of  the  wages  and  self -employment  income  of  an  individual 
entitled  to  disability  insurance  benefits,  whether  or  not  such  total  bene- 
fits are  otherwise  subject  to  reduction  under  this  subsection  but  after 
any  reduction  under  this  subsection  which  would  otherwise  be  applica- 
ble, shall  be,  reduced  or  further  reduced,  (before  the  application  of  sec- 
tion 22 It)  to  the  smaller  of — 

(A)  85  percent  of  such  individuals  average  indexed  monthly 
earnings  (or  100  percent  of  his  primary  insurance  amount,  if 
larger) ,  or 

(B)  160  percent  of  such  individuals  primary  insurance  amount. 
[(6)]  (7)  In  the  case  of  any  individual  who  is  entitled  for  any 

month  to  benefits  based  upon  the  primary  insurance  amounts  of  two  or 
more  insured  individuals,  one  or  more  of  which  primary  insurance 
amounts  were  determined  under  section  215(a)  or  215(d)  as  in  effect 
(without  regard  to  the  table  contained  therein)  prior  to  January  1979 
and  one  or  more  of  which  primary  insurance  amounts  were  determined 
under  section  215(a)  (1)  or  (4),  or  section  215(d),  as  in  effect  after 
December  1978,  the  total  benefits  payable  to  that  individual  and  all 
other  individuals  entitled  to  benefits  for  that  month  based  upon  those 
primary  insurance  amounts  shall  be  reduced  to  an  amount  equal  to  the 
product  of  1.75  and  the  primary  insurance  amount  that  would  be  com- 
puted under  section  215(a)  (1)  for  that  month  with  respect  to  average 
indexed  monthly  earnings  equal  to  one-twelfth  of  the  contribution 
and  benefits  base  determined  under  section  230  for  the  year  in  which 
that  month  occurs. 

CCO J  (S)  Subject  to  paragraph  [(6)]  (7),  this  subsection  as  in 
effect  in  December  1978  shall  remain  in  effect  with  respect  to  a  pri- 
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mary  insurance  amount  computed  under  section  215(a)  or  (d),  as  in 
effect  (without  regard  to  the  table  contained  therein)  in  December 
1978,  except  that  a  primary  insurance  amount  so  computed  with  re- 
spect to  an  individual  who  first  becomes  eligible  for  an  old-age  or 
disability  insurance  benefit,  or  dies  (before  becoming  eligible  for  such 
a  benefit),  after  December  1978,  shall  instead  be  governed  by  this 
section  as  in  effect  after  December  1978, 
1(8)]  (9)  When— 

(A)  one  or  more  persons  were  entitled  (without  the  applica- 
tion of  section  202  ( j )  (1))  to  monthly  benefits  under  section  202 
for  May  1978  on  the  basis  of  the  wages  and  self -employment  in- 
come of  an  individual, 

(B)  the  benefit  of  at  least  one  such  person  for  June  1978  is 
increased  by  reason  of  the  amendments  made  by  section  204  of 
the  Social  Security  Amendments  of  1977 ;  and 

(C)  the  total  amount  of  benefits  to  which  all  such  persons  are 
entitled  under  such  section  202  are  reduced  under  the  provisions 
of  this  subsection  (or  would  be  so  reduced  except  for  the  first 
sentence  of  section  203  (a)  (4) ) , 

then  the  amount  of  the  bpnefit  to  which  each  such  person  is  entitled 
for  months  after  May  1978  shall  be  increased  (after  such  reductions 
nre  made  under  this  subsection)  to  the  amount  such  benefits  would 
have  been  if  the  benefit  of  the  person  or  persons  referred  to  in  subpara- 
graph (B)  had  not  been  so  increased. 

*i*  *J*  ^js  H* 

Overpayments  and  Underpayments 
Sec.  204.  (a)  *  *  * 

(e)  For  payments  which  are  adjusted  by  reason  of  payment  of  bene- 
fits under  the  supplemental  security  income  program  established  by 
title  XV L  see  section  1132. 

*  *  *  *  *  *  * 

Evidence,  Procedure,  and  Certification  for  Payment 

Sec.  205.  (a)  The  Secretary  shall  have  full  power  and  authority  to 
make  rules  and  regulations  and  to  establish  procedures,  not  inconsist- 
ent with  the  provisions  of  this  title,  which  are  necessary  or  appropri- 
ate to  carry  out  such  provisions,  and  shall  adopt  reasonable  and 
proper  rules  and  regulations  to  regulate  and  provide  for  the  nature 
and  extent  of  the  proofs  and  evidence  and  the  method  of  taking  and 
furnishing  the  same  in  order  to  establish  the  right  to  benefits  here- 
under. 

(b)  The  Secretary  is  directed  to  make  findings  of  fact,  and  decisions 
as  to  the  rights  of  any  individual  applying  for  a  payment  under  this 
title.  Any  such  decision  by  the  Secretary  which  involves  a  determina- 
tion of  disability  and  tvhich  is  in  whole  or  in  part  unfavorable  to  such 
individual  shall  contain  a  statement  of  the  case,  and  understandable 
language,  setting  forth  a  discussion  of  the  evidence,  and  stating  the 
Secretary's  determination  and  the  reason,  or  reasons  upon  which  it  is 
based.  Upon  request  by  any  such  individual  or  upon  request  by  a  wife, 
divorced  wife,  widow,  surviving  divorced  wife,  surviving  divorced 
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mother,  husband,  widower,  child,  or  parent  who  makes  a  showing  in 
writing  that  his  or  her  rights  may  be  prejudiced  by  any  decision  the 
Secretary  has  rendered,  he  shall  give  such  applicant  and  such  other 
individual  reasonable  notice  and  opportunity  for  a  hearing  with  re- 
spect to  such  decision,  and,  if  a  hearing  is  held,  shall,  on  the  basis  of 
evidence  adduced  at  the  hearing,  affirm,  modify,  or  reverse  his  findings 
of  fact  and  such  decision.  Any  such  request  with  respect  to  such  a  de- 
cision must  be  filed  within  sixty  days  after  notice  of  such  decision 
is  received  by  the  individual  making  such  request.  The  Secretary 
is  further  authorized,  on  his  own  motion,  to  hold  such  hearings  and  to 
conduct  such  investigations  and  other  proceedings  as  he  may  deem 
necessary  or  proper  for  the  administration  of  this  title.  In  the  course 
of  any  hearing,  investigation,  or  other  proceeding,  he  may  administer 
oaths  and  affirmations,  examine  witnesses,  and  receive  evidence.  Evi- 
dence may  be  received  at  any  hearing  before  the  Secretary  even 
though  inadmissible  under  rules  of  evidence  applicable  to  court 
procedure. 

(g)  Any  individual,  after  any  final  decision  of  the  Secretary  made 
after  a  hearing  to  which  he  was  a  party,  irrespective  of  the  amount 
in  controversy,  may  obtain  a  review  of  such  decision  by  a  civil  action 
commenced  within  sixty  days  after  the  mailing  to  him  of  notice  of 
such  decision  or  within  such  further  time  as  the  Secretary  may  allow. 
Such  action  shall  be  brought  in  the  district  court  of  the  United  States 
for  the  judicial  district  in  which  the  plaintiff  resides,  or  has  his  princi- 
pal place  of  business,  or,  if  he  does  not  reside  or  have  his  principal 
place  of  business  within  any  such  judicial  district,  in  the  District  Court 
of  the  United  States  for  the  District  of  Columbia.  As  part  of  his  an- 
swer the  Secretary  shall  file  a  certified  copy  of  the  transcript  of  the 
record  including  the  evidence  upon  which  the  findings  and  decision 
complained  of  are  based.  The  court  shall  have  power  to  enter,  upon 
the  pleadings  and  transcript  of  the  record,  a  judgment  affirming,  modi- 
fying, or  reversing  the  decision  of  the  Secretary,  with  or  without 
remanding  the  case  for  a  rehearing.  The  findings  of  the  Secretary  as 
to  any  fact,  [if  supported  by  substantial  evidence]  unless  found  to  be 
arbitrary  and  capricious,  shall  be  conclusive,  and  where  a  claim  has 
been  denied  by  the  Secretary  or  a  decision  is  rendered  under  subsection 
(b)  hereof  which  is  adverse  to  an  individual  who  was  a  party  to  the 
hearing  before  the  Secretary,  because  of  failure  of  the  claimant  or 
such  individual  to  submit  proof  in  conformity  with  any  regulation 
prescribed  under  subsection  (a)  hereof,  the  court  shall  review  only  the 
question  of  conformity  with  such  regulations  and  the  validity  of  such 
regulations.  [The  court  shall,  on  motion  of  the  Secretary  made  before 
he  files  his  answer,  remand  the  case  to  the  Secretary  for  further  action 
by  the  Secretary,  and  may,  at  any  time,  on  good  cause  shown,  order 
additional  evidence  to  be  taken  before  the  Secretary,]  The  court  may, 
on  motion  of  the  Secretary  made  for  good  cause  shown  before  he  files 
his  answer,  remand  the  case  to  the  Secretary  for  further  action  by  the 
Secretary,  and  it  may  at  any  time  order  additional  evidence  to  be  taken 
before  the  Secretary,  but  only  upon  a  showing  that  there  is  new  evi- 
dence which  is  material  and  that  there  is  aood  cause  for  the  failure  to 
incorporate  such  evidence  into  the  record  in  a  prior  proceeding ;  and 
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the  Secretary  shall,  after  the  case  is  remanded,  and  after  hearing  such 
additional  evidence  if  so  ordered,  modify  or  affirm  his  findings  of  fact 
or  his  decision,  or  both,  and  shall  file  with  the  court  any  such  addi- 
tional and  modified  findings  of  fact  and  decision,  and  a  transcript  of 
the  additional  record  and  testimony  upon  which  his  action  in  modify- 
ing or  affirming  was  based.  Such  additional  or  modified  findings  of  fact 
and  decision  shall  be  reviewable  only  to  the  extent  provided  for  re- 
view of  the  original  findings  of  fact  and  decision.  The  judgment  of  the 
court  shall  be  final  except  that  it  shall  be  subject  to  review  in  the  same 
manner  as  a  judgment  in  other  civil  actions.  Any  action  instituted  in 
accordance  with  this  subsection  shall  survive  notwithstanding  any 
change  in  the  person  occupying  the  office  of  Secretary  or  any  vacancy 
in  such  office. 

*  *  *  *  *  *  * 

Definition  of  Wages 

Sec.  209.  For  the  purposes  of  this  title,  the  term  "wages"  means 
remuneration  paid  prior  to  1951  which  was  wages  for  the  purposes 
of  this  title  under  the  law  applicable  to  the  payment  of  such  remuera- 
tion,  and  remnueration  paid  after  1950  for  employment,  including 
the  cash  value  of  all  remuneration  paid  in  any  medium  other  than 
cash;  except  that,  in  the  case  of  remuneration  paid  after  1950,  such 
term  shall  not  include — 

*****  *  * 

(f)  The  payment  by  an  employer  (without  deduction  from  the  re- 
muneration of  the  employee)  [(1)  of  the  tax  imposed  upon  an  em- 
ployee under  section  1400  of  the  Internal  Revenue  Code  of  1939.  or  in 
the  case  of  a  payment  after  1954  under  section  3101  of  the  Internal 
Revenue  Code  of  1954,  or  (2)  of  any  payment  required  from  an  em- 
ployee under  a  State  unemployment  compensation  law:]  (1)  of  the 
tax  imposed  upon  an  employee  under  section  3101  of  the  Internal  Rev- 
nue  Code  of  1954  f07,  wages  paid  for  domestic  service  in  a  private  home 
of  the  employer*  or  (2)  of  any  payment  required  from  an  employee 
under  a  State  unemployment  compensation  law : 

****** 

Computation  of  Primary  Insurance  Amount 

Sec.  215. 

*  *  *  *  *  *  * 

Average  Indexed  Monthly  Earnings;  Average  Monthly  Wage 

(b)(1)  An  individual's  average  indexed  monthly  earnings  shall  be 
equal  to  the  quotient  obtained  by  dividing — 

(A)  the  total  (after  adjustment  under  paragraph  (3))  of  his 
wages  paid  in  and  self -employment  income  credited  to  his  bene- 
fit computation  years  (determined  under  paragraph  (2) ),  by 

(B)  the  number  of  months  in  those  vears. 

[(2)  (A)  The  number  of  an  individual's  benefit  computation  years 
equals  the  number  of  elapsed  years,  reduced  by  five,  except  that  the 
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number  of  an  individual's  benefit  computation  years  may  not  be  less 
than  two.] 

(2)  (A)  The  number  of  an  individual's  benefit  computation  years 
equals  the  number  of  elapsed  years  reduced — ■ 

(i)  in  the  case  of  an  individual  uyho  is  entitled  to  old-age  insur- 
ance benefits  (except  as  provided  in  the  second  sentence  of  this 
subparagraph) ,  or  who  has  died,  by  S  years,  and 

(ii)  in  the  case  of  an  individual  who  is  entitled  to  disability  in- 
surance benefits,  by  one  year  or,  if  greater,  the  number  of  years 
equal  to  one-fifth  of  such  individual's  elapsed  years  (disregarding 
any  resulting  fractional  part  of  a  year) ,  but  not  by  more  than  5 
years. 

Clause  (ii),  once  applicable  with  respect  to  any  individual,  shall  con- 
tinue to  apply  for  purposes  of  determining  such  individuals  primary 
insurance  amount  for  purposes  of  any  subsequent  eligibility  for  disa- 
bility or  old-age  insurance  benefits  unless  prior  to  the  month  in  which 
he  attains  such  age  or  becomes  so  eligible  there  occurs  a  period  of  at 
least  12  consecutive  months  for  which  he  was  not  entitled  to  a  disa- 
bility or  an  old-age  insurance  benefit.  The  number  of  an  individuals 
benefit  computation  years  as  determined  under  this  subparagraph  shall 
in  no  case  be  less  than  2. 

*  *  *  *  *  *  ♦ 

Cost-of-Living  Increases  in  Benefits 

( 1 )  ( 1 )  For  purposes  of  this  subsection — 

(A)  the  term  "base  quarter"  means  (i)  the  calendar  quarter  end- 
ing on  March  31  in  each  year  after  1974,  or  (ii)  any  other  cal- 
endar quarter  in  which  occurs  the  effective  months  of  a  general 
benefit  increase  under  this  title ; 

(B)  the  term  "cost-of-living  computation  quarter"  means  a  base 
quarter,  as  defined  in  subparagraph  (A)(i),  in  which  the  Con- 
sumer Price  Index  prepared  by  the  Department  of  Labor  exceeds, 
by  not  less  than  3  oer  centum,  such  Index  in  the  later  of  (i)  the 
last  prior  cost-of-living  computation  quarter  which  was  estab- 
lished under  this  subparagraph,  or  (ii)  the  most  recent  calendar 
quarter  in  which  occurred  the  effective  month  of  a  general  benefit 
increase  under  this  title ;  except  that  there  shall  be  no  cost-of- 
living  computation  quarter  in  any  calendar  year  if  in  the  year 
prior  to  such  year  a  law  has  been  enacted  providing  a  general 
benefit  increase  under  this  title  or  if  in  such  prior  year  such  a 
general  benefit  increase  becomes  effective ;  and 

(C)  the  Consumer  Price  Index  for  a  base  quarter,  a  cost-of- 
living  computation  quarter,  or  anv  other  calendar  quarter  shall 
be  the  arithmetical  mean  of  such  index  for  th^  3  months  in  such 
quarter. 

(2)  (A)  (i)  The  S^oretarv  shall  determine  each  vear  beginning  with 
1975  (subiect  to  the  limitation  in  paragraph  (1)  (B)  whether  the  base 
quarter  (as  defined  in  paragraph  (1)  (A)  (i) )  in  such  year  is  a  cost-of- 
living  computation  quarter. 

(ii)  If  the  Secretary  determines  that  the  base  quarter  in  anv  year 
is  a  cost-of-living  computation  quarter,  he  shall,  effective  with  the 
month  of  June  of  that  year  as  provided  in  subparagraph  (B), 
increase — 
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(I)  the  benefit  amount  to  which  individuals  are  entitled  for 
that  month  under  section  227  or  228, 

(II)  the  primary  insurance  amount  of  each  other  individual 
on  which  benefit  entitlement  is  based  under  this  title  (including 
a  primary  insurance  amount  determined  under  subsection  (a) 
(l)(C)(i)(I),  but  subject  to  the  provisions  of  such  subsection  (a) 
(1)  (C)  (i)  and  clauses  (iv)  and  (v)  of  this  subparagraph),  and 

(III)  the  amount  of  total  monthly  benefits  based  on  any  pri- 
mary insurance  amount  which  is  permitted  under  section  203 
(and  such  total  shall  be  increased,  unless  otherwise  so  increased 
under  another  provision  of  this  title,  at  the  same  time  as  such 
primary  insurance  amount)  or,  in  the  case  of  a  primary  insurance 
amount  computed  under  subsection  (a)  as  in  effect  without  regard 
to  the  table  contained  therein)  prior  to  January  1979,  the  amount 
to  which  the  beneficiaries  may  be  entitled  under  section  203  as  in 
effect  in  December  1978,  except  as  provided  by  section  203(a)  [(6) 
and  (7)]  (7)  and  (8)  as  in  effect  after  December  1978. 

The  increase  shall  be  derived  by  multiplying  each  of  the  amounts 
described  in  subdivisions  (I),  (II),  and  (III)  (including  each  of 
those  amounts  as  previously  increased  under  this  subparagraph)  by 
the  same  percentage  (rounded  to  the  nearest  one-tenth  of  1  percent) 
as  the  percentage  by  which  the  Consumer  Price  Index  for  that  cost-of- 
living  computation  quarter  exceeds  such  index  for  the  most  recent 
prior  calendar  quarter  which  was  a  base  quarter  under  paragraph 
(1)  (A)  (ii)  or,  if  later,  the  most  recent  cost-of-living  computation 
quarter  under  paragraph  (1)  (B)  ;  and  any  amount  so  increased  that 
is  not  a  multiple  of  $0.10  shall  be  increased  to  the  next  higher  multiple 
of  $0.10.  Any  increase  under  this  subsection  in  a  primary  insurance 
amount  determined  under  subparagraph  (C)  (i)  (II)  of  subsection 
(a)  (1)  shall  be  applied  after  the  initial  determination  of  such  pri- 
mary insurance  amount  under  that  subparagraph  (with  the  amount  of 
such  increase,  in  the  case  of  an  individual  who  becomes  eligible  for 
old-age  or  disability  insurance  benefits  or  dies  in  a  calendar  year  after 
1979,  being  determined  from  the  range  of  possible  primary  insurance 
amounts  published  by  the  Secretary  under  the  last  sentence  of  sub- 
paragraph (D) ). 

*  *  *  *  *  *  * 

(v)  Notwithstanding  clause  (i)  (v),  no  primary  insurance  amount 
shall  be  less  than  that  provided  under  section  215(a)  (1)  amount  re- 
gard to  subparagraph  (C)  (i)  (I)  thereof,  as  subsequently  increased  by 
applicable  increases  under  this  section. 

(B)  The  increase  provided  by  subparagraph  (A)  with  respect  to  a 
particular  cost-of-living  computation  quarter  shall  apply  in  the  case 
of  monthly  benefits  under  this  title  for  months  after  May  of  the  calen- 
dar year  in  which  occurred  such  cost-of-living  computation  quarter, 
and  in  the  case  of  lump-sum  death  payments  with  respect  to  deaths 
occurring  after  May  of  such  calendar  year. 

(C)  (i)  Whenever  the  level  of  the  Consumer  Price  Index  as  pub- 
lished for  any  month  exceeds  by  2.5  percent  or  more  the  level  of  such 
index  for  the  most  recent  base  quarter  (as  defined  in  paragraph  (1) 
(A)  (ii)  or,  if  later,  the  most  recent  cost-of-living  computation  quar- 
ter, the  Secretary  shall  (within  5  days  after  such  publication)  report 
the  amount  of  such  excess  to  the  House  Committee  on  Ways  and 
Means  and  the  Senate  Committee  on  Finance. 
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(ii)  Whenever  the  Secretary  determines  that  a  base  quarter  in  a 
calendar  year  is  also  a  cost-of-living  computation  quarter,  he  shall 
notify  the  House  Committee  on  Ways  and  Means  and  the  Senate  Com- 
mittee on  Finance  of  such  determination  within  30  days  after  the  close 
of  such  quarter,  indicating  the  amount  of  the  benefit  increase  to  be  pro- 
vided, his  estimate  of  the  extent  to  which  the  cost  of  such  increase 
would  be  met  by  an  increase  in  the  contribution  and  benefit  base  under 
section  230  and  the  estimated  amount  of  the  increase  in  such  base,  the 
actuarial  estimates  of  the  effect  of  such  increase,  and  the  actuarial  as- 
sumptions and  methodology  used  in  preparing  such  estimates. 

(D)  If  the  Secretary  determines  that  a  base  quarter  in  a  calendar 
year  is  also  a  cost-of-living  computation  quarter,  he  shall  publish  in 
the  Federal  Register  within  45  days  after  the  close  of  such  quarter  a 
determination  that  a  benefit  increase  is  resultantly  required  and  the 
percentage  thereof.  He  shall  also  publish  in  the  Federal  Register  at 
that  time  (i)  a  revision  of  the  range  of  the  primary  insurance  amounts 
which  are  possible  after  the  application  of  this  subsection  based  on  the 
dollar  amount  specified  in  subparagraph  (C)  (i)  (II)  of  subsection  (a) 
(1)  (with  such  revised  primary  insurance  amounts  constituting  the 
increased  amounts  determined  for  purposes  of  such  subparagraph  (C) 
(i) (II)  under  this  subsection),  or  specified  in  subsection  (a)(3)  as 
in  effect  prior  to  1979,  and  (ii)  a  revision  of  the  range  of  maximum 
family  benefits  which  correspond  to  such  primary  insurance  amounts 
(with  such  maximum  benefits  being  effective  notwithstanding  section 
203(a)  except  for  paragraph  (3)  (D)  thereof  (or  paragraph  (2)  there- 
of as  in  effect  prior  to  1979)).  Notioithstanding  the  preceding  sen- 
tence, such  revision  of  maximum  family  benefits  shall  be  subject  to 
paragraph  (6)  of  section  W3(a)  (as  added  by  section  101(a)  (3)  of 
the  Social  Security  Disability  Amendments  of  1979). . 

(3)  As  used  in  this  subsection,  the  term  "general  benefit  increase 
under  this  title"  means  an  increase  (other  than  an  increase  under  this 
subsection)  in  all  primary  insurance  amounts  on  which  monthly  in- 
surance benefits  under  this  title  are  based. 

(4)  This  subsection  as  in  effect  in  December  1978  shall  continue  to 
apply  to  subsections  (a)  and  (d),  as  then  in  effect,  for  purposes  of 
computing  the  primary  insurance  amount  of  an  individual  to  whom 
subsection  (a),  as  in  effect  after  December  1978,  does  not  apply 
(including  an  individual  to  whom  subsection  (a)  does  not  apply  in 
any  year  by  reason  of  paragraph  (4)  (B)  of  that  subsection  (but  the 
application  of  this  subsection  in  such  cases  shall  be  modified  by  the 
application  of  subdivision  (I)  in  the  last  sentence  of  paragraph  (4) 
of  that  subsection)).  For  purposes  of  computing  primary  insurance 
amounts  and  maximum  family  benefits  (other  than  primary  insurance 
amounts  and  maximum  family  benefits  for  individuals  to  whom  such 
paragraph  (4)  (B)  applies) ,  the  Secretary  shall  publish  in  the  Federal 
Register  revisions  of  the  table  of  benefits  contained  in  subsection  (a), 
as  in  effect  in  December  1978,  as  required  by  paragraph  (2)  (D)  of 
this  subsection  as  then  in  effect. 

Other  Definitions 
Sec.  216.  For  the  purposes  of  this  title — 

sjfi  sj»  sfs  sjs  *Jc  *^ 
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Disability;  Period  of  Disability 

(1)  (1)  Except  for  purposes  of  section  202(d),  202(e),  202(f),  223, 
and  225,  the  term  "disability"  means  (A)  inability  to  engage  in  any 
substantial  gainful  activity  by  reason  of  any  medically  determinable 
physical  or  mental  impairment  which  can  be  expected  to  result  in 
death  or  has  lasted  or  can  be  expected  to  last  for  a  continuous  period 
of  not  less  than  12  months,  or  (B)  blindness ;  and  the  term  "blindness" 
means  central  visual  acuity  of  20/200  or  less  in  the  better  eye  with  the 
use  of  correcting  lens.  An  eye  which  is  accompanied  by  a  limitation 
in  the  field  of  vision  such  that  the  widest  diameter  of  the  visual  field 
subtends  an  angle  no  greater  than  20  degrees  shall  be  considered  for 
purposes  of  this  paragraph  as  having  a  central  visual  acuity  of  20/200 
or  less.  The  provisions  of  paragraphs  (2)  (A),  (3),  (4),  and  (5)  of 
section  223(d)  shall  be  applied  for  purposes  of  determining  whether 
an  individual  is  under  a  disability  within  the  meaning  of  the  first 
sentence  of  this  paragraph  in  the  same  manner  as  they  are  applied  for 
purposes  of  paragraph  (1)  of  such  section.  Nothing  in  this  title  shall 
be  construed  as  authorizing  the  Secretary  or  any  other  officer  or 
employee  of  the  United  States  to  interfere  in  any  way  with  the  prac- 
tice of  medicine  or  with  relationships  between  practitioners  of  medi- 
cine and  their  patients,  or  to  exercise  any  supervision  or  control  over 
the  administration  or  operation  of  any  hospital. 

(2)  (A)  The  term  "period  of  disability"  means  a  continuous  period 
(beginning  and  ending  as  hereinafter  provided  in  this  subsection) 
during  which  an  individual  was  under  a  disability  (as  defined  in 
paragraph  (1)),  but  only  if  such  period  is  of  not  less  than  five  full 
calendar  months'  duration  or  such  individual  was  entitled  to  benefits 
under  section  223  for  one  or  more  months  in  such  period. 

(B)  No  period  of  disability  shall  begin  as  to  any  individual  unless 
such  individual  files  an  application  for  a  disability  determination  with 
respect  to  such  period;  and  no  such  period  shall  begin  as  to  any  in- 
dividual after  such  individual  attains  the  age  of  65. 

In  the  case  of  a  deceased  individual,  the  requirement  of  an  appli- 
cation under  the  preceding  sentence  may  be  satisfied  by  an  application 
for  a  disability  determination  filed  with  respect  to  such  individual 
within  3  months  after  the  month  in  which  he  died. 

(C)  A  period  of  disability  shall  begin — 

(i)  on  the  day  the  disability  began,  but  only  if  the  individual 
satisfies  the  requirements  of  paragraph  (3)  on  such  day;  or 

(ii)  if  such  individual  does  not  satisfy  the  requirements  of 
paragraph  (3)  on  such  day,  then  on  the  first  day  of  the  first 
quarter  thereafter  in  which  he  satisfies  such  requirements. 

(D)  A  period  of  disability  shall  end  with  the  close  of  whichever 
of  the  following  months  is  the  earlier:  (i)  the  month  preceding  the 
month  in  which  the  individual  attains  age  65,  or  (ii)  the  second  month 
following  the  month  in  which  the  disability  ceases. 

(E)  Except  as  is  otherwise  provided  in  subparagraph  (F),  no  ap- 
plication for  a  disability  determination  which  is  filed  more  than  12 
months  after  the  month  prescribed  by  subparagraph  (D)  as  the  month 
in  which  the  period  of  disability  ends  (determined  without  regard  to 
subparagraph  (B)  and  this  subparagraph)  shall  be  accepted  as  an  ap- 
plication for  purposes  of  this  paragraph. 

(F)  An  application  for  a  disability  determination  which  is  hied 
more  than  12  months  after  the  month  prescribed  by  subparagraph  (D) 
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as  the  month  in  which  the  period  of  disability  ends  (determined  with- 
out regard  to  subparagraphs  (B)  and  (E))  shall  be  accepted  as  an 
application  for  purposes  of  this  paragraph  if — 

(i)  in  the  case  of  an  application  filed  by  or  on  behalf  of  an 
individual  with  respect  to  a  disability  which  ends  after  the  month 
in  which  the  Social  Security  Amendments  of  1967  is  enacted,  such 
application  is  filed  not  more  than  36  months  after  the  month  in 
which  such  disability  ended,  such  individual  is  alive  at  the  time 
the  application  is  filed,  and  the  Secretary  finds  in  accordance 
with  regulations  prescribed  by  him  that  the  failure  of  such  indi- 
vidual to  file  an  application  for  a  disability  determination  within 
the  time  specified  in  subparagraph  (E)  was  attributable  to  a 
physical  or  mental  condition  of  such  individual  which  rendered 
him  incapable  of  executing  such  an  application,  and 

(ii)  in  the  case  of  an  application  filed  by  or  on  behalf  of  an 
individual  with  respect  to  a  period  of  disability  which  ends  in  or 
before  the  month  in  which  the  Social  Security  Amendments  of 
1967  as  enacted, 

(I)  such  application  is  filed  not  more  than  12  months 
after  the  month  in  which  the  Social  Security  Amendments  of 
1967  is  enacted, 

(II)  a  previous  application  for  a  disability  determination 
has  been  filed  by  or  on  behalf  of  such  individual  (1)  in  or 
before  the  month  in  which  the  Social  Security  Amendments 
of  1967  is  enacted,  and  (2)  not  more  than  36  months  after  the 
month  in  which  his  disability  ended,  and 

(III)  the  Secretary  finds  in  accordance  with  regulations 
prescribed  by  him,  that  the  failure  of  such  individual  to  file 
an  application  within  the  then  specified  time  period  was  at- 
tributable to  a  physical  or  mental  condition  of  such  individ- 
ual which  rendered  him  incapable  of  executing  such  an 
application. 

In  making  a  determination  under  this  subsection,  with  respect  to  the 
disability  or  period  of  disability  of  any  individual  whose  application 
for  a  determination  thereof  is  accepted  solely  by  reason  of  the  provi- 
sions of  this  subparagraph  (F) ,  the  provisions  of  this  subsection  (other 
than  the  provisions  of  this  subparagraph)  shall  be  applied  a  such 
provisions  are  in  effect  at  the  time  such  determination  is  made. 

(G)  An  application  for  a  disability  determination  filed  before  the 
first  day  on  which  the  applicant  satisfies  the  requirements  for  a  period 
of  disability  under  this  subsection  shall  be  deemed  a  valid  application 
(and  shall  be  deemed  to  have  been  fled  on  such  first  day)  only  if  the 
applicant  satisfies  the  requirements  for  a  period  of  disability  before 
the  Secretary  makes  a  final  decision  on  the  application^.]  and  no  re- 
quest under  section  205 (b)  for  notice  and  opportunity  for  a  bearing 
thereon  is  made  or,  if  such  a  request  is  made,  before  a  decision  based 
upon  the  evidence  adduced  at  the  hearing  is  made  (regardless  of 
whether  such  decision  becomes  the  final  decision  of  the  Secretary). 
[If  upon  final  decision  by  the  Secretary,  or  decision  upon  judicial  re- 
view thereof ,  such  applicant  is  found  to  satisfy  such  requirements,  the 
application  shall  be  deemed  to  have  been  filed  on  such  first  day.j| 

(3)  The  requirements  referred  to  in  clauses  (i)  and  (ii)  of  para- 
graph (2)  (C)  are  satisfied  by  an  individual  with  respect  to  any  quar- 
ter only  if — 
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(A)  lie  would  have  been  a  fully  insured  individual  (as  defined 
in  section  214)  had  he  attained  age  62  and  filed  application  for 
benefits  under  section  202(a)  on  the  first  day  of  such  quarter;  and 

(B)  (i)  he  had  not  less  than  20  quarters  of  coverage  during  the 
40-quarter  period  which  ends  with  such  quarter,  or 

(ii)  if  such  quarter  ends  before  he  attains  (or  would  attain) 
age  31  not  less  than  one-half  (and  not  less  than  6)  of  the  quarters 
during  the  period  ending  with  such  quarter  and  beginning  after 
he  attained  the  age  of  21  were  quarters  of  coverage,  or  (if  the 
number  of  quarters  in  such  period  is  less  than  12)  not  less  than 
6  of  the  quarters  in  the  12-quarter  period  ending  with  such  quar- 
ter were  quarters  of  coverage,  except  that  the  provisions  of  sub- 
paragraph (B)  of  this  paragraph  shall  not  apply  in  the  case  of 
an  individual  who  is  blind  (within  the  meaning  of  "blindness"  as 
defined  in  paragraph  (1) ). 
For  purposes  of  subparagraph  (B)  of  this  paragraph,  when  the 
number  of  quarters  in  any  period  is  an  odd  number,  such  number  shall 
be  reduced  by  one,  and  a  quarter  shall  not  be  counted  as  part  of  any 
period  if  any  part  of  such  quarter  was  included  in  a  prior  period  of 
disability  unless  such  quarter  was  a  quarter  of  coverage. 
(4)  [Repealed.] 

Voluntary  Agreements  for  Coverage  of  State  and  Local 

Employees 

Payments  and  Reports  by  States 

(e)  (1)  Each  agreement  under  this  section  shall  provide — 

[(A)  that  the  State  will  pay  to  the  Secretary  of  the  Treasury, 
at  such  time  or  times  as  the  Secretary  of  Health,  Education,  and 
Welfare  may  by  regulations  prescribe,  amounts  equivalent  to  the 
sum  of  the  taxes  which  would  be  imposed  by  sections  3101  and 
3111  of  the  Internal  Revenue  Code  of  1954  if  the  services  of  em- 
ployees covered  by  the  agreement  constituted  employment  as  de- 
fined in  section  3121  of  such  code ;  and] 

(A)  that  the  State  will  pay  to  the  Secretary  of  the  Treasury, 
within  the  thirty-day  period  immediately  following  the  last  day 
of  each  calendar  month,  amounts  equivalent  to  the  sum  of  the  taxes 
which  would  he  imposed  by  sections  3101  and  3111  of  the  Interim! 
Revenue  Code  of  195 A  if  the  services  for  which  wages  were^  paid 
in  such  month  to  employees  covered  by  the  agreement  constituted 
employment  as  defined  in  section  3121  of  such  Code;  and 

(B)  that  the  State  will  complv  with  such  reo-ulations  relating 
to  navments  and  reports  as  the  Secretarv  of  Health.  Education, 
and  Welfare  may  prescribe  to  carry  out  the  purposes  of  this 
section. 

(2)  Where — 

(A)  an  individual  in  anv  calendar  year  performs  services  to 
whirh  an  agreement  under  this  section  is  appli^abl^  (i)  as  the 
emnlovee  of  two  or  more  political  subdivisions  of  a  Stafpor  hi) 
as  the  emplovee  of  a  State  and  one  or  more  political  subdivisions 
of  such  State ;  and 
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(B)  such  State  provides  all  of  the  funds  for  the  payment  of 
those  amounts  referred  to  in  paragraph  (1)  (A)  which  are  equiv- 
alent to  the  taxes  imposed  by  section  3111  of  the  Internal  Revenue 
Code  of  1954  with  respect  to  wages  paid  to  such  individual  for 
such  services ;  and 

(C)  the  political  subdivision  or  subdivisions  involved  do  not 
reimburse  such  State  for  the  payment  of  such  amounts  or,  in  the 
case  of  services  described  in  subparagraph  (A)  (ii),  for  the  pay- 
ment of  so  much  of  such  amounts  as  is  attributable  to  employment 
by  such  subdivisions  or  subdivisions ; 

then,  notwithstanding  paragraph  ( 1 ) ,  the  agreement  under  this  sec- 
tion with  such  State  may  provide  (either  in  the  original  agreement 
or  by  a  modification  thereof)  that  the  amounts  referred  to  in  para- 
graph (1)  (A)  may  be  computed  as  though  the  wages  paid  to  such 
individual  for  the  services  referred  to  in  clause  (A)  of  this  paragraph 
were  paid  by  one  political  subdivision  for  services  performed  in  its 
employ ;  but  the  provisions  of  this  paragraph  shall  be  applicable  only 
where  such  State  complies  with  such  regulations  as  the  Secretary  may 
prescribe  to  carry  out  the  purposes  of  this  paragraph.  The  preceding 
sentence  shall  be  applicable  with  respect  to  wages  paid  after  an  effec- 
tive date  specified  in  such  agreement  or  modification,  but  in  no  event 
with  respect  to  wages  paid  before  (i)  January  1,  1957,  in  the  case  of 
an  agreement  or  modification  which  is  mailed  or  delivered  by  other 
means  to  the  Secretary  before  January  1,  1962,  or  (ii)  the  first  day 
of  the  year  in  which  the  agreement  or  modification  is  mailed  or  de- 
livered by  other  means  to  the  Secretary,  in  the  case  of  an  agreement 
or  modification  which  is  so  mailed  or  delivered  on  or  after  Janu- 
ary 1, 1962. 

*  *  *  *  *  *  * 

Disability  Determinations 

Sec.  221.  [(a)  In  the  case  of  any  individual,  the  determination  of 
whether  or  not  he  is  under  a  disability  (as  defined  in  section  216 (i) 
or  223(d) )  and  of  the  day  such  disability  began,  and  the  determina- 
tion of  the  day  on  which  such  disability  ceases,  shall,  except  as  pro- 
vided in  subsection  (g),  be  made  by  a  State  agency  pursuant  to  an 
agreement  entered  into  under  subsection  (b).  Except  as  provided  in 
subsection  (c)  and  (d),  any  such  determinations  shall  be  the  deter- 
mination of  the  Secretary  for  purposes  of  this  title. 

[(b)  The  Secretary  shall  enter  into  an  agreement  with  each  State 
which  is  willing  to  make  such  an  agreement  under  which  the  State 
agency  or  agencies  administering  the  State  plan  approved  under  the 
Vocational  Rehabilitation  Act,  or  any  other  appropriate  State  agency 
or  agencies,  or  both,  will  make  the  determination  referred  to  in  sub- 
section (a)  with  respect  to  all  individuals  in  such  State,  or  with  respect 
to  such  class  or  classes  of  individuals  in  the  State  as  may  be  designated 
in  the  agreement  at  the  State's  request. 

[(c)  The  Secretary  may  on  his  own  motion  review  a  determination, 
made  by  a  State  agency  pursuant  to  an  agreement  under  this  section, 
that  an  individual  is  under  a  disability  (as  defined  in  section  216 (i) 
or  223(d) )  and,  as  a  result  of  such  review,  may  determine  that  such 
individual  is  not  under  a  disability  (as  so  defined)  or  that  such  dis-  I 
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ability  began  on  a  day  later  than  that  determined  by  such  agency,  or 
that  such  disability  ceased  on  a  day  earlier  than  that  determined  by 
such  agency.] 

(a)  (1)  In  the  case  of  any  individual,  the  determination  of  whether 
or  not  he  is  under  a  disability  (as  defined  in  section  216 (i)  or  223(d) ) 
and  of  the  day  such  disability  began,  and  the  determination  of  the 
day  on  ivhich  such  disability  ceases,  shall  be  made  by  a  State  agency, 
notwithstanding  any  other  provision  of  law,  in  any  State  that  notifies 
the  Secretary  in  writing  that  it  wishes  to  make  such  disability  deter- 
minations commencing  with  such  month  as  the  Secretary  and  the  State 
agree  upon,  but  only  if  (A)  the  Secretary  has  not  found,  under  subsec- 
tion (b)(1),  that  the  State  agency  has  substantially  failed  to  make 
disability  determinations  in  accordance  with  the  applicable  provisions 
of  this  section  or  rules  issued  thereunder,  and  (B)  the  State  has  not 
notified  the  Secretary,  under  subsection  (b)  (2),  that  it  does  not  wish 
to  make  such  determinations.  If  the  Secretary  once  makes  the  finding 
described  in  clause  (A)  of  the  preceding  sentence,  or  the  State  gives 
the.notice  referred  to  in  clause  (B)  of  such  sentence,  the  Secretary  mazy 
thereafter  determine  whether  (and,  if  so,  beginning  with  which  month 
and  under  what  conditions)  the  State  may  again  make  disability  deter- 
minations under  this  paragraph. 

(2)  The  disability  determinations  described  in  paragraph  (1)  made 
by  a  State  agency  shall  be  made  in  accordance  with  the  pertinent  pro- 
visions of  this  title  and  the  standards  and  criteria  contained  in  regula- 
tions or  other  written  guidelines  of  the  Secretary  pertaining  to  matters 
such  as  disability  determinations,  the  class  or  classes  of  individuals 
with  respect  to  which  a  State  may  make  disability  determinations  (if 
it  does  not  wish  to  do  so  with  respect  to  all  individuals  in  tlie  State) , 
and  the  conditions  under  which  it  may  choose  not  to  make  all  such  de- 
terminations. In  addition,  the  Secretary  shall  promulgate  regulations 
specifying,  in  such  detail  as  he  deems  appropriate,  performance  stand- 
ards and  administrative  requirements  and  procedures  to  be  followed 
in  performing  the  disability  determination  function  in  order  to  assure 
effective  and  uniform  administration  of  the  disability  insurance  pro- 
gram throughout  the  United  States.  The  regulations  may,  for  example, 
specify  matters  such  as — 

(A)  the  administrative  structure  and  the  relationship  between  vari- 
ous units  of  the  State  agency  responsible  for  disability  determinations, 

(B)  the  physical  location  of  and  relationship  among  agency  staff 
units,  and  other  individuals  or  organizations  performing  tasks  for  the 
State  agency,  and  standards  for  the  availability  to  applicants  and  bene- 
ficiaries or  facilities  for  making  disability  determinations, 

(C)  State  agency  performance  criteria,  including  the  rate  of  ac- 
curacy of  decisions,  the  time  periods  within  which  determinations  must 
be  made,  the  procedures  for  and  the  scope  of  revieiv  by  the  Secretary* 
and,  as  he  finds  appropriate,  by  the  State,  of  its  performance  in  indi- 
vidual cases  and  in  classes  of  cases,  and  rules  governing  access  of  ap- 
propriate Federal  officials  to  State  offices  and.  to  State  records  relating 
to  its  administration  o  f  the  disability  determination  function. 

(D)  fiscal  control  procedures  that  the  State  agency  may  be  required 
to  adopt, 

(E)  the  submission  of  reports  and  other  data,  in  such  form  and  at 
such  time  as  the  Secretary  may  require,  concerning  the  State  agency'* 
activities  relating  to  the  disability  determination  process,  and 
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(F)  any  other  rules  designed  to  facilitate,  or  control,  or  assure  the 
equity  and  uniformity  of  the  State's  disability  determinations. 

(b)  (1)  If  the  Secretary  finds,  after  notice  and  opportunity  for  a 
hearing,  that  a  State  agency  is  substantially  failing  to  make  disability 
determinations  in  a  manner  consistent  with  his  regulations  and  other 
written  guidelines,  the  Secretary  shall,  not  earlier  than  180  days  fol- 
lowing his  finding,  make  the  disability  determinations  referred  to  in 
subsection  (a)  (1). 

(2)  If  a  State,  having  notified  the  Secretary  of  its  intent  to  make 
disability  determinations  under  subsection  (a)(1),  no  longer  wishes 
to  make  such  determinations,  it  shall  notify  the  Secretary  in  writing 
of  that  fact,  and,  if  an  agency  of  the  State  is  making  disability  deter- 
minations at  the  time  such  notice  is  given,  it  shall  continue  to  do  so  for 
not  less  than  180  days.  Thereafter,  the  Secretary  shall  make  the  disa- 
bility determinations  referred  to  in  subsection  (a)  (1). 

(c)  (1)  The  Secretary  (in  accordance  with  paragraph  (2) )  shall  re- 
view determinations,  made  by  State  agencies  pursuant  to  this  section, 
that  individuals  are  or  are  not  under  disabilities  (as  defined  in  section 
216 (i)  or  223(d) ).  As  a  result  of  any  such  review,  the  Secretary  may 
determine  that  an  individual  is  or  is  not  under  a  disability  (as  so 
defined)  or  that  such  individual's  disability  began  on  a  day  earlier  or 
later  than  that  determined  by  such  agency,  or  that  such  disability 
ceased  on  a  day  earlier  or  later  than  that  determined  by  such  agency. 
Any  review)  by  the  Secretary  of  a  State  agency  determination  under  the 
preceding  provisions  of  this  paragraph  shall  be  made  before  any  action 
is  taken  to  implement  such  determination. 

(2)  In  carrying  out  the  provisions  of  paragraph  (1)  with  respect  to 
the  review  of  determinations,  made  by  State  agencies  pursuant  to  this 
section,  that  individuals  are  or  are  not  under  disabilities  (as  defined  in 
section  216 (i)  or  223(d)  ) ,  the  Secretary  shall  review — 

(A)  at  least  15  percent  of  all  such  determinations  made  by  State 
agencies  in  the  fiscal  year  1981, 

(B)  at  least  35  percent  of  all  such  determinations  made  by  State 
agencies  in  the  fiscal  year  1982,  and 

(C)  at  least  65  percent  of  all  such  determinations  made  by 
State  agencies  in  any  fiscal  year  after  the  fiscal  year  1982. 

(d)  Any  individual  dissatisfied  with  any  determination  under  sub- 
section (a),  (b),  (c),  or  (g)  shall  be  entitled  to  a  hearing  thereon  by 
the  Secretary  to  the  same  extent  as  is  provided  in  section  205(b)  with 
respect  to  decisions  of  the  Secretary,  and  to  judicial  review  of  the 
Secretary's  final  decision  after  such  hearing  as  is  provided  in  section 
205(g). 

(e)  Each  State  [which  has  an  agreement  with  the  Secretary] 
which  is  making  disability  determinations  under  subsection  (a)  (1) 
under  this  section  shall  be  entitled  to  receive  from  the  Trust  Funds, 
in  advance  or  by  way  of  reimbursement,  [as  may  be  mutually  agreed 
upon]  as  determined  by  the  Secretar-y,  the  cost  to  the  State  of  [carry- 
ing out  the  agreement  under  this  section]  making  disability  deter- 
minations under  subsection  (a)(1).  The  Secretary  shall  from  time 
to  time  certify  such  amount  as  is  necessary  for  this  purpose  to  the 
Managing  Trustee,  reduced  or  increased,  as  the  case  may  be,  by 
any  sum  (for  which  adjustment  hereunder  has  not  previously  been 
made)  by  which  the  amount  certified  for  any  prior  period  was  greater 
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or  less  than  the  amount  which  should  have  been  paid  to  the  State 
under  this  subsection  for  such  period;  and  the  Managing  Trustee, 
prior  to  audit  or  settlement  by  the  General  Accounting  Office,  shall 
make  payment  from  the  Trust  Funds  at  the  time  or  times  fixed 
by  the  Secretary,  in  accordance  with  such  certification.  Appro- 
priate adjustments  between  the  Federal  Old-Age  and  Survivors 
Insurance  Trust  Fund  and  the  Federal  Disability  Insurance  Trust 
Fund  with  respect  to  the  payments  made  under  this  subsection  shall 
be  made  in  accordance  with  paragraph  (1)  of  subsection  (g)  of  sec- 
tion 201  (but  taking  into  account  any  refunds  under  subsection  (f) 
of  this  section)  to  insure  that  the  Federal  Disability  Trust  Fund  is 
charged  with  all  expenses  incurred  which  are  at  attributable  to  the 
administration  of  section  223  and  the  Federal  Old-Age  and  Sur- 
vivors Insurance  Trust  Fund  is  charged  with  all  other  expenses. 

(f )  All  money  paid  to  a  State  under  this  section  shall  be  used  solely 
for  the  purposes  for  which  it  is  paid ;  and  any  money  so  paid  which 
is  not  used  for  such  purposes  shall  be  returned  to  the  Treasury  of 
the  United  States  for  deposit  in  the  Trust  Funds. 

(g)  In  the  case  of  individuals  in  r  State  which  [has  no  agreement 
under  subsection  (b)]  does  not  undertake  to  perform,  disability  deter- 
minations under  subsection  (a)(1).  or  which  has  been  found  by  the 
Secretary  to  have  substantially  failed  to  make  disability  determina- 
tions in  a  manner  consistent  with  his  regulations  and  guidelines,  in 
the  case  of  individuals  outside  the  United  States,  and  in  the  case  of 
any  class  or  classes  of  indiviclauls  £not  included  in  an  agreement  under 
subsection  (b)J  for  whom  no  State  undertakes  to  make  disability 
determinations,  the  determinations  referred  to  in  subsection  (a)  shall 
be  made  by  the  Secretary  in  accordance  with  regulations  prescribed 
by  him. 

(h)  In  any  case  where  an  individual  is  or  has  been  determined  to 
be  under  a  disability,  the  case  shall  be  reviewed  by  the  applicable 
State  agency  or  the  Secretary  (as  may  be  appropriate),  for  purposes 
of  continuing  eligibility,  at  least  once  every  3  years;  except  that  where 
a  finding  has  been  made  that  su-h  disability  is  permanent,  such  re- 
views shall  be  made  at  such  times  as  the  Secretary  determines  to  be 
appropriate.  Reviews  of  cases  under  the  preceding  sentence  shall  be  in 
addition  to,  and  shall  not  be  considered  as  a  substitute^  for,  any  other 
reviews  which  are  required  or  provided  far  under  or  in  the  adminis- 
tration of  this  title. 

Rehabilitation  Services 
Referral  for  Rehabilitation  Services 

Sec.  222.  (a)  It  is  hereby  declared  to  be  the  policy  of  the  Congress 
that  disabled  individuals  applying  for  a  determination  of  disability, 
and  disabled  individuals  who  are  entitled  to  child's  insurance  benefits, 
widow's  insurance  benefits,  or  widower's  insurance  benefits,  shall  be 
promptly  referred  to  the  State  agencv  or  agencies  administering  or 
supervising  the  administration  of  the  State  plan  approved  under  the 
Vocational  Rehabilitation  Act  for  necessary  vocational  rehabilitation 
-ervices,  to  the  end  that  the  maximum  number  of  such  individuals  may 
be  rehabilitated  into  productive  activity. 
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Deductions  on  Account  of  Refusal  to  Accept  Rehabilitation  Services 

(b)  (1)  Deductions,  in  such  amounts  and  at  such  time  or  times  as  the 
Secretary  shall  determine,  shall  be  made  from  any  payment  or  pay- 
ments under  this  title  to  which  an  individual  is  entitled,  until  the  total 
of  such  deductions  equals  such  individual's  benefit  or  benfits  under 
sections  202  and  223  for  any  month  in  which  such  individual,  if  a  child 
who  has  attained  the  age  of  eighteen  and  is  entitled  to  child's  insurance 
benefits,  a  widow,  widower,  or  surviving  divorced  wife  who  has  not 
attained  age  60,  or  an  individual  entitled  to  disability  insurance  bene- 
fits, refuses  without  good  cause  to  accept  rehabilitation  services  avail- 
able to  him  under  a  State  plan  approved  under  the  Vocational  Re- 
habilitation Act.  Any  individual  who  is  a  member  or  adherent  of 
any  recognized  church  or  religious  sect  which  teaches  its  members  or 
adherents  to  rely  solely,  in  the  treatment  and  cure  of  any  physical  or 
mental  impairment,  upon  prayer  or  spiritual  means  through  the  appli- 
cation and  use  of  the  tenets  or  teachings  of  such  church  or  sect,  and 
who,  solely  because  of  his  adherence  to  the  teachings  or  tenets  of  such 
church,  or  sect,  refuses  to  accept  rehabilitation  services  available  to 
him  under  a  State  plan  approved  under  the  Vocational  Rehabilitation 
Act,  shall,  for  the  purposes  of  the  first  sentence  of  this  subsection,  be 
deemed  to  have  done  so  with  good  cause. 

(2)  Deductions  shall  be  made  from  any  child's  insurance  benefit  to 
which  a  child  who  has  attained  the  age  of  eighteen  is  entitled  or  from 
any  mother's  insurance  benefit  to  which  a  person  is  entitled,  until  the 
total  of  such  deductions  equals  such  child's  insurance  benefit  or  benefits 
or  such  mother's  insurance  benefit  or  benefits  under  section  202  for  any 
month  in  which  such  child  or  person  entitled  to  mother's  insurance 
benefits  is  married  to  an  individual  who  is  entitled  to  disability  insur- 
ance benefits  and  in  which  such  individual  refuses  to  accept  rehabilita- 
tion services  and  a  deduction,  on  account  of  such  refusal,  is  imposed 
under  paragraph  (1).  If  both  this  paragraph  and  paragraph  (3)  are 
applicable  to  a  child's  insurance  benefit  for  any  month,  only  an  amount 
equal  to  such  benefit  shall  be  deducted. 

(3)  Deductions  shall  be  made  from  any  wife's,  husband's,  or  child's 
insurance  benefit,  based  on  the  wages  and  self -employment  income  of 
an  individual  entitled  to  disability  insurance  benefits,  to  which  a  wife, 
divorced  wife,  husband,  or  child  is  entitled,  until  the  total  of  such 
deductions  equal  such  wife's,  husband's,  or  child's  insurance  benefit  or 
benefits  under  section  202  for  any  month  in  which  the  individual,  on 
the  basis  of  whose  wages  and  self -employment  income  such  benefit  was 
payable,  refuses  to  accept  rehabilitation  services  and  deductions,  on 
account  of  such  refusal,  are  imposed  under  paragraph  (1). 

(4)  The  provisions  of  paragraph  (1)  shall  not  apply  to  any  child 
entitled  to  benefits  under  section  202(d) ,  if  he  has  attained  the  age  of 
18  but  has  not  attained  the  age  of  22,  for  any  month  during  which  he 
is  a  full-time  student  (as  defined  and  determined  under  section  202 
(d)). 

Period  of  Trial  Work 

(c)  (1)  The  term  "period  of  trial  work",  with  respect  to  an  individ- 
ual entitled  to  benefits  under  [section  223  or  202(d)]  section  223,  202 
(d),  202(e),  or  202(f),  means  a  period  of  months  beginning  and  end- 
ing as  provided  in  paragraphs  (3)  and  (4). 
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(2)  For  purposes  of  sections  216 (i)  and  223,  any  services  rendered 
by  an  individual  during  a  period  of  trial  work  shall  be  deemed  not  to 
have  beeir  rendered  by  such  individual  in  determining  whether  his 
disability  has  ceased  in  a  month  during  such  period.  For  purposes  of 
this  subsection  the  term  "services"  means  activity  which  is  performed 
for  remuneration  or  gain  or  is  determined  by  the  Secretary  to  be  of  a 
type  normally  performed  for  remuneration  or  gain. 

(3)  A  period  of  trial  work  for  any  individual  shall  begin  with  the 
month  in  which  he  becomes  entitled  to  disability  insurance  benefits, 
or,  in  the  case  of  an  individual  entitled  to  benefits  under  section  202(d) 
who  has  attained  the  age  of  eighteen,  with  the  month  in  which  he  be- 
comes entitled  to  such  benefits  or  the  month  in  which  he  attains  the  age 
of  eighteen,  whichever  is  later[  J,  or,  in  the  case  of  an  individual  en- 
titled to  widow \s  or  widower  s  insurance  benefits  under  section  202  (e) 
or  (f)  who  became  entitled  to  such  benefits  prior  to  attaining  age  60, 
with  the  month  in  which  such  individual  becomes  so  entitled.  Notwith- 
standing the  preceding  sentence,  no  period  of  trial  work  may  begin 
for  any  individual  prior  to  the  beginning  of  the  month  following  the 
month  in  which  this  paragraph  is  enacted;  and  no  such  period  may 
begin  for  an  individual  in  a  period  of  disability  of  such  individual  in 
which  he  had  a  previous  period  of  trial  work. 

(4)  A  period  of  trial  work  for  any  individual  shall  end  with  the 
Close  of  whichever  of  the  following  months  is  the  earlier : 

(A)  the  ninth  month,  beginning  on  or  after  the  first  day  of 
such  period,  in  which  the  individual  renders  services  (whether  or 
not  such  nine  months  are  consecutive)  ;  or 

(B)  the  month  in  which  his  disability  (as  defined  in  section 
223(d))  ceases  (as  determined  after  application  of  paragraph  (2) 
of  this  subsection). 

(5)  In  the  case  of  an  individual  who  becomes  entitled  to  benefits 
under  section  223  for  any  month  as  provided  in  clause  (ii)  of  subsec- 
tion (a)  (1)  of  such  section,  the  preceding  provisions  of  this  subsec- 
tion shall  not  apply  with  respect  to  services  in  any  month  beginning 
with  the  first  month  for  which  he  is  so  entitled  and  ending  with  the 
first  month  thereafter  for  which  he  is  not  entitled  to  benefits  under 
section  223. 

*  *  *  *  *  *  * 

Disability  Insurance  Benefit  Payments 
Disability  Insurance  Benefits 

Sec.  223.  (a)  (1)  Every  individual  who— 

(A)  is  insured  for  disability  insurance  benefits  (as  determined 
under  subsection  (c)(1)), 

(B)  has  not  attained  the  age  of  sixty-five, 

(C)  has  filed  application  for  disability  insurance  benefits,  and 

(D)  is  under  a  disability  (as  defined  in  subsection  (d)) 

shall  be  entitled  to  a  disability  insurance  benefit  (i)  for  each  month 
beginning  with  the  first  month  after  his  waiting  period  (as  defined 
in  subsection  (c)  (2)  in  which  he  becomes  so  entitled  to  such  insurance 
benefits,  or  (ii)  for  each  month  beginning  with  the  first  month  during 
all  of  which  he  is  under  a  disability  and  in  which  he  becomes  so  en- 
titled to  such  insurance  benefits,  but  only  if  he  was  entitled  to  disability 
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insurance  benefits  which  terminated,  or  had  a  period  of  disability  (as 
defined  in  section  216  (i) )  which  ceased,  within  the  sixty-month  period 
preceding  the  first  month  in  which  he  is  under  such  disability,  and 
ending  with  the  month  preceding  whichever  of  the  following  months 
is  the  earliest :  the  month  in  which  he  dies,  the  month  in  which  he  at- 
tains age  65,  [or  the  third  month  following  the  month  in  which  his 
disability  ceases.]  or,  subject  to  subsection  (e) ,  the  termination  month. 
For  purposes  of  the  preceding  sentence,  the  termination  month  for 
any  individual  shall  be  the  third  month  following  the  month  in  which 
his  disability  ceases;  except  that,  in  the  case  of  an  individual  toho 
has  a  period  of  trial  work  which  ends  as  determined'  by  application 
of  section  222(c)  (4)  (A),  the  termination  month  shall  be  the  earlier 
of  (I)  the  third  month  following  the  earliest  month  after  the  end  of 
such  period  of  trial  work  with  respect  to  which  such  individual  is 
determined  to  no  longer  be  suffering  from  a  disabling  physical  or 
mental  impairment,  or  (II)  the  first  month  after  the  period  of  15 
consecutive  months  following  the  end  of  such  period  of  trial  ivork 
in  which  such  individual  engages  in  or  is  determined  to  be  able  to 
engage  in  substantial  gainful  activity.  No  payment  under  this  para- 
graph may  be  made  to  an  individual  who  would  not  meet  the  definition 
of  disability  in  subsection  (d)  except  for  paragraph  (1)  (B)  thereof 
for  any  month  in  which  he  engages  in  substantial  gainful  activity, 
and  no  payment  may  be  made  for  such  month  under  subsection  (b), 
(c),  or  (d)  of  section  202  to  any  person  on  the  basis  of  the  wages  and 
self -employment  income  of  such  individual.  In  the  case  of  a  deceased 
individual,  the  requirement  of  subparagraph  (C)  may  be  satisfied  by 
an  application  for  benefit  filed  with  respect  to  such  individual  within 
3  months  after  the  month  in  which  he  died. 

(2)  Except  as  provided  in  section  202 (q)  and  section  215(b)(2) 
(A)  (ii),  such  individual's  disability  insurance  benefit  for  any  month 
shall  be  equal  to  his  primary  insurance  amount  for  such  month  deter- 
mined under  section  215  as  though  he  had  attained  age  62,  in — 

(A)  the  first  month  of  his  waiting  period,  or 

(B)  in  any  case  in  which  clause  (ii)  of  paragraph  (1)  of  this 
subsection  is  applicable,  the  first  month  for  which  he  becomes 
entitled  to  such  disability  insurance  benefits, 

and  as  though  he  had  become  entitled  to  old-age  insurance  benefits  in 
the  month  in  which  the  application  for  disability  insurance  benefits 
was  filed  and  he  was  entitled  to  an  old-age  insurance  benefit  for  each 
month  for  which  (pursuant  to  subsection  (b) )  he  was  entitled  to  a  dis- 
ability insurance  benefit.  For  the  purposes  of  the  preceding  sentence, 
in  the  case  of  an  individual  who  attained  age  62  in  or  before  the  first 
month  referred  to  in  subparagraph  (A)  or  (B)  of  such  sentence,  as 
the  case  may  be,  the  elapsed  years  referred  to  in  section  215(b)  (3) 
shall  not  include  the  year  in  which  he  attained  age  62,  or  any  year 
thereafter. 

Filing  of  Application 

(b)  An  application  for  disability  insurance  benefits  filed  before  the 
first  month  in  which  the  applicant  satisfies  the  requirements  for  such 
benefits  (as  prescribed  in  subsection  (a)  (1))  shall  be  deemed  a  valid 
application  (and  shall  be  deemed  to  have  been  filed  in  such  first  month) 
only  if  the  applicant  satisfies  the  requirements  for  such  benefits  before 
the  Secretary  makes  a  final  decision  on  the  application [.]  and  no  re- 
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quest  under  section  205(b)  for  notice  and  opportunity  for  a  hearing 
thereon  is  made,  or  if  such  a  request  is  made,  before  a  decision  based 
upon  the  evidence  adduced  at  the  hearing  is  made  (regardless  of 
whether  such  decision  becomes  the  final  decision  of  the  Secretary) . 
[If,  upon  final  decision  by  the  Secretary,  or  decision  upon  judicial 
review  thereof,  such  applicant  is  found  to  satisfy  such  requirements, 
the  application  shall  be  deemed  to  have  been  filed  in  such  first  month.] 
An  individual  who  would  have  been  entitled  to  a  disability  insurance 
benefit  for  any  month  had  he  filed  application  therefor  before  the  end 
of  such  month  shall  be  entitled  to  such  benefit  for  such  month  if  such 
application  is  filed  before  the  end  of  the  12th  month  immediately  suc- 
ceeding such  month. 

*  *  *  *  *  *  * 

Definition  of  Disability 

(d)  (1)  The  term  "disability"  means — ■ 

(A)  inability  to  engage  in  any  substantial  gainful  activity  by 
reason  of  any  medically  determinable  physical  or  mental  impair- 
ment which  can  be  expected  to  result  in  death  or  which  has  lasted 
or  can  be  expected  to  last  for  a  continuous  period  of  not  less  than 
12  months ;  or 

(B)  in  the  case  of  an  individual  who  has  attained  the  age  of 
55  and  is  blind  (within  the  meaning  of  "blindness"  as  defined  in 
section  216  (i)  (1) ) ,  inability  by  reason  of  such  blindness  to  engage 
in  substantial  gainful  activity  requiring  skills  or  abilities  com- 
parable to  those  of  any  gainful  activity  in  which  he  has  previously 
engaged  with  some  regularity  and  over  a  substantial  period  of 
time. 

(2)  For  purposes  of  paragraph  (1)  (A)  — 

(A)  an  individual  (except  a  widow,  surviving  divorced  wife, 
or  widower  for  purposes  of  section  202(e)  or  (f)  shall  be  deter- 
mined to  be  under  a  disability  only  if  his  physical  or  mental 
impairment  or  impairments  are  of  such  severity  that  he  is  not 
only  unable  to  do  his  previous  work  but  cannot,  considering  his 
age,  education,  and  work  experience,  engage  in  any  other  kind  of 
substantial  gainful  work  which  exists  in  the  national  economy,  re- 
gardless of  whether  such  work  exists  in  the  immediate  area  in 
which  he  lives,  or  whether  a  specific  job  vacancy  exists  for  him, 
or  whether  he  would  be  hired  if  he  applied  for  work.  For  pur- 
poses of  the  preceding  sentence  (with  respect  to  any  individual), 
"work  which  exists  in  the  national  economy"  means  work  which 
exists  in  significant  numbers  either  in  the  region  where  such  in- 
dividual lives  or  in  several  regions  of  the  country. 

(B)  A  widow,  surviving  divorced  wife,  or  widower  shall  not  be 
determined  to  be  under  a  disability  ( (for  purposes  of  section  202 
(e)  or  (f))  unless  his  or  her  physical  or  mental  impairment  or 
impairments  are  of  a  level  of  severity  which  under  regulations 
prescribed  by  the  Secretary  is  deemed'  to  be  sufficient  to  preclude 
an  individual  from  engaging  in  any  gainful  activity. 

(3)  For  purposes  of  this  subsection,  a  "physical  or  mental  impair- 
ment" is  an  impairment  that  results  from  anatomical,  physiological, 
or  psychological  abnormalities  which  are  demonstrable  by  medically 
acceptable  clinical  and  laboratory  diagnostic  techniques. 
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(4)  The  Secretary  shall  by  regulations  prescribe  the  criteria  for 
determining  when  services  performed  or  earnings  derived  from  serv- 
ices demonstrate  an  individual's  ability  to  engage  in  substantial  gain- 
ful activity.  No  individual  who  is  blind  shall  be  regarded  as  having 
demonstrated  an  ability  to  engage  in  substantial  gainful  activity  on 
the  basis  of  earnings  that  do  not  exceed  the  exempt  amount  under 
section  203(f)  (8)  which  is  applicable  to  individuals  described  in  sub- 
paragraph (D)  thereof.  Notwithstanding  the  provisions  of  paragraph 
( (2) ,  an  individual  whose  services  or  earnings  meet  such  criteria  shall, 
except  for  purposes  of  section  222(c),  be  found  not  to  be  disabled.  In 
determining  whether  an  individual  is  able  to  engage  in  substantial 
gainful  activity  by  reason  of  his  earnings,  ivhere  his  disability  is  suffi- 
ciently severe  to  result  in  a  functional  limitation  requiring  assistance 
in  order  for  him  to  work,  there  shall  be  excluded  from  such  earnings 
an  amount  equal  to  the  cost  {whether  or  not  paid  by  such  individual) 
of  any  attendant  care  services,  medical  devices,  equipment,  prostheses, 
and  similar  items  and  services  (not  including  routine  drugs  or  serv- 
ices are  necessary  for  the  control  of  the  disabling  condition)  which 
are  necessary  (as  determined  by  the  Secretary  in  regulations)  for  that 
purpose,  whether  or  not  such  assistance  is  also  needed  to  enable  him 
to  carry  out  his  normal  daily  functions;  except  that  the  amounts  to  be 
excluded  shall  be  subject  to  such  reasonable  limits  as  the  Secretary  may 
prescribe. 

(5)  An  individual  shall  not  be  considered  to  be  under  a  disability 
unless  he  furnishes  such  medical  and  other  evidence  of  the  existence 
thereof  as  the  Secretary  may  require.  Any  non-Federal  hospital,  clinic, 
laboratory,  or  other  provider  of  medical  services,  or  physician  not  in 
the  employ  of  the  Federal  Government,  which  supplies  medical  evi- 
dence required  and  requested  by  the  Secretary  under  this  paragraph 
shall  be  entitled  to  payment  from  the  Secretary  for.  the  reasonable 
cost  of  providing  such  evidence. 

(e)  No  benefit  shall  be  payable  under  subsection  (d)  (1)  (B)  (ii) , 
(e)  (1)  (B)  (ii),  or  (/)  (1)  (B)  (ii)  of  section  202  on  under  subsection 
(a)  (1)  to  an  individual  for  any  month,  after  the  third  month,  in  which 
he  engages  in  substantial  gainful  activity  during  the  15 -month  period 
following  the  end  of  his  trial  work  period  determined  by  application  of 
section  222(c)  (4)  (A). 

*  *  *  *  *  *  * 

Suspension  of  Benefits  Based  on  Disability 

Sec.  225.  ( a)  If  the  Secretary,  on  the  basis  of  information  obtained 
by  or  submitted  to  him,  believes  that  an  individual  entitled  to  benefits 
under  section  223,  or  that  a  child  who  has  attained  the  age  of  eighteen 
and  is  entitled  to  benefits  under  section  202(d),  or  that  a  widow  or 
surviving  divorced  wife  who  has  not  attained  age  60  and  is  entitled 
to  benefits  under  section  202(e),  or  that  a  widower  who  has  not  at- 
tained asre  60  and  is  entitled  to  benfits  under  section  202(f),  may  have 
ceased  to  be  under  a  disabilitv.  the  Secret  a  rv  mav  suspend  the  pay- 
ment of  bpnpfits  under  such  action  202(d).  202  (eV  202(f),  or  223, 
until  it  is  detprmi^pd  ( «s  r>rovidpd  in  section  221 )  whether  or  not  such 
indivirhml'fi  disabilitv  has  ceased  or  Until  thp  Secretary  believes  that 
such  disabilitv  has  not  ceased.  In  the  oase  of  anv  individual  whose  dis- 
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ability  is  subject  to  determination  under  an  agreement  with  a  State 
under  section  221(b),  the  Secretary  shall  promptly  notify  the  appro- 
priate State  of  his  action  under  this  [section]  subsection  and  shall  re- 
quest a  prompt  determination  of  whether  such  individual's  disability 
has  ceased.  For  purposes  of  this  [section]  subsection,  the  term  "dis- 
ability" has  the  meaning  assigned  to  such  term  in  section  223(d). 
Whenever  the  benefits  of  an  individual  entitled  to  a  disability  insur- 
ance benefit  are  suspended  for  any  month,  the  benefits  of  any  indi- 
vidual entitled  thereto  under  subsection  (b),  (c),  or  (d)  of  section 
202,  on  the  basis  of  the  wages  and  self-employment  income  of  such 
individual,  shall  be  suspended  for  such  month.  The  first  sentence  of 
this  [section]  subsection  shall  not  apply  to  any  child  entiled  to  bene- 
fits under  section  202(d),  if  he  has  attained  the  age  of  18  but  has  not 
attained  the  age  of  22,  for  any  month  during  which  he  is  a  full-time 
student  (as  defined  and  determined  under  section  202  (d) . 

(b)  Notwithstanding  any  other  provision  of  this  title,  payment  to 
an  individual  of  benefits  based  on  disability  (as  described  in  the  first 
sentence  of  subsection  (a))  shall  not  be  terminated  or  suspended  be- 
cause the  physical  or  mental  impairment,  on  which  the  individual's 
entitlement  to  such  benefits  is  based,  has  or  may  have  ceased,  if — 

(1)  such  individual  is  participating  in  an  approved  vocational 
rehabilitation  program  under  a  State  plan  approved^  under  title 
I  of  the  Rehabilitation  Act  of  1973,  and 

(2)  the  Secretary  determines  that  the  completion  of  such  pro- 
gram, or  its  continuation  for  a,  specified  period  of  time,  tvill  in- 
crease the  likelihood  that  such  individual  man  (following  his 
particpation  in  such  program)  be  permanently  removed  from  the 
disability  benefit  rolls. 

Entitlement  to  Hospital  Insurance  Benefits 

Sec.  226. 

(a)  Every  individual  who — 

(1)  has  attained  age  65,  and 

(2)  is  entitled  to  monthly  insurance  benefits  under  section  202 
or  is  a  qualified  railroad  retirement  beneficiary, 

shall  be  entitled  to  hospital  insurance  benefits  under  part  A  of  title 
XVIII  for  each  month  for  which  he  meets  the  condition  specified  in 
paragraph  (1),  beginning  with  the  first  month  after  June  1966  for 
which  he  meets  the  conditions  specified  in  paragraphs  (1)  and  (2). 

(b)  Every  individual  who — 

(1)  has  not  attained  age  65,  and 

(2)  (A)  is  entitled  to,  and  has  for  24  [consecutive]  calendar 
months  been  enttiled  to,  (i)  disability  insurance  benefits  under 
section  223  or  (ii)  child's  insurance  benefits  under  section  202(d) 
by  reason  of  a  disability  (as  defined  in  section  223(d))  or  (iii) 
widow's  insurance  benefits  under  section  202(e)  or  widower's 
insurance  benefits  under  section  202(f)  by  reason  of  a  disability 
( as  defined  in  section  223  (d) ) ,  or  (B)  is,  and  has  been  for  not  less 
than  24  [consecutive]  months  a  disabled  qualified  railroad  retire- 
ment beneficiary,  within  the  meaning  of  section  7(d)  of  the  Kail- 
road  Retirement  Act  of  1974,  . 

fi^all  be  entitled  to  hospital  insurance  benefits  under  part  A  ofj-itle 
XVIII  for  each  month  beginning  with  the  later  of  (I)  July  1973  or 
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(II)  the  twenty-fifth  [consecutive]  month  of  his  entitlement  or  status 
as  a  qualified  railroad  retirement  beneficiary  described  in  paragraph 
(2),  and  ending  (subject  to  the  Just  sentence  of  this  subsection)  with 
the  month  following  the  month  in  which  notice  of  termination  of  such 
entitlement  to  benefits  or  status  as  a  qualified  railroad  retirement  bene- 
ficiary described  in  paragraph  (2)  is  mailed  to  him,  or  if  earlier,  with 
the  month  before  the  month  in  which  he  attains  age  65.  For  purposes 
of  this  subsection,  an  individual  who  has  had  a  period  of  trial  work 
which  ended  as  provided  in  section  222(c)(4)  (A),  and  whose  en- 
titlement to  benefits  or  status  as  a  qualified  railroad  retirement  benefi- 
ciary as  described  in  paragraph  (2)  has  subsequently  terminated,  shall 
be  deemed  to  be  entitled  to  such  benefits  or  to  occupy  such  status  (not- 
withstanding the  ter-mination  of  such  entitlement  or  status)  for  the 
period  of  consecutive  months  throughout  all  of  which  the  physical 
or  mental  impairment,  on  which  such  entitlement  or  status  was  based, 
continues,  but  not  in  excess  of  24  such  months. 

(c)  For  purposes  of  subsection  (a)  — 

(1)  entitlement  of  an  individual  to  hospital  insurance  benefits 
for  a  month  shall  consist  of  entitlement  to  have  payment  made 
under,  and  subject  to  the  limitations  in,  part  A  of  title  XVIII  on 
his  behalf  for  inpatient  hospital  services,  post-hospital  extended 
care  services,  and  post-hospital  home  health  services  (as  such 
terms  are  defined  in  part  C  of  title  XVIII)  furnished  him  in  the 
United  States  (or  outside  the  United  States  in  the  case  of  inpa- 
tient hospital  services  furnished  under  the  conditions  described  in 
section  1814(f) )  during  such  month ;  except  that  (A)  no  such  pay- 
ment may  be  made  for  post-hospital  extended  care  services  fur- 
nished before  January  1967,  and  (B)  no  such  payment  may  be 
made  for  post-hospital  extended  care  services  or  post-hospital 
home  health  services  unless  the  discharge  from1  the  hospital  re- 
quired to  qualify  such  services  for  payment  under  part  A  of  title 
XVIII  occurred  (i)  after  June  30, 1966,  or  on  or  after  the  first  day 
of  the  month  in  which  he  attains  age  65,  whichever  is  later,  or  (ii) 
if  he  was  entitled  to  a  hospital  insurance  benefits  pursuant  to  sub- 
section (b) ,  at  a  time  when  he  was  so  entitled ;  and 

(2)  an  individual  shall  be  deemed  entitled  to  monthly  insurance 
benefits  under  section  202  or  section  223,  or  to  be  a  qualified  rail- 
road retirement  beneficiary,  for  the  month  in  which  he  died  if  he 
would  have  been  entitled  to  such  benefits,  or  would  have  been  a 
qualified  railroad  retirement  beneficiary,  for  such  month  had  he 
died  in  the  next  month. 

(d)  For  purposes  of  this  section,  the  term  "qualified  railroad  retire- 
ment beneficiary"  means  an  individual  whose  name  has  been  certified 
to  the  Secretary  by  the  Eailroad  Retirement  Board  under  section 
7(d)  of  the  Railroad  Retirement  Act  of  1974.  An  individual  shall  cease 
to  be  a  qualified  railroad  retirement  beneficiary  at  the  close  of  the 
month  preceding  the  month  which  is  certified  by  the  Railroad  Retire- 
ment Board  as  the  month  in  which  he  ceased  to  meet  the  requirements 
of  section  7(d)  of  the  Railroad  Retirement  Act  of  1974. 

(e)  (1)  For  purposes  of  determining  entitlement  to  hospital  insur- 
ance benefits  under  subsection  (b)  in  the  case  of  widows  and  widowers 
described  in  paragraph  (2)  (A)  (iii)  thereof — 
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(A)  the  term  "age  60"  in  sections  202(e)  (1)  (B)  (ii),  202(e) 
(5),  202(f)  (1)  (B)  (ii),  and  202(f)  (6)  shall  be  deemed  to  read 
"age  65" ;  and 

(B)  the  phrase  "before  she  attained  age  60"  in  the  matter  fol- 
lowing subparagraph  (F)  of  section  202(e)(1)  and  the  phrase 
"before  he  attained  age  60"  in  the  matter  following  subparagraph 
(F)  of  section  202(f)(1)  shall  each  be  deemed  to  read  "based 
on  a  disability". 

(2)  For  purposes  of  determining  entitlement  to  hospital  insurance 
benefits  under  subsection  (b)  in  the  case  of  an  individual  under  age 
65  who  is  entitled  to  benefits  under  section  202,  and  who  was  entitled 
to  widow's  insurance  benefits  or  widower's  insurance  benefits  based  on 
disability  for  the  month  before  the  first  month  in  which  such  individ- 
ual was  so  entitled  to  old-age  insurance  benefits  (but  ceased  to  be  en- 
titled to  such  widow's  or  widower's  insurance  benefits  upon  becoming 
entitled  to  such  old-age  insurance  benefits),  such  individual  shall  be 
deemed  to  have  continued  to  be  entitled  to  such  widow's  insurance 
benefits  or  widower's  insurance  benefits  for  and  after  such  first  month. 

(3)  For  purposes  of  determining  entitlement  to  hospital  insurance 
benefits  under  subsection  (b)  any  disabled  widow  age  50  or  older  who 
is  entitled  to  mother's  insurance  benefits  (and  who  would  have  been 
entitled  to  widow's  insurance  benefits  by  reason  of  disability  if  she 
had  filed  for  such  widow's  benefits)  shall,  upon  application,  for  such 
hospital  insurance  benefits  be  deemed  to  have  filed  for  such  widow's 
benefits  and  shall,  upon  furnishing  proof  of  such  disability  prior  to 
July  1, 1974,  under  such  procedures  as  the  Secretary  may  prescribe,  be 
deemed  to  have  been  entitled  to  such  widow's  benefits  as  of  the  time  she 
would  have  been  entitled  to  such  widow's  benefits  if  she  had  filed  a 
timely  application  therefor. 

(4)  For  purposes  of  determining  entitlement  to  hospital  insurance 
benefits  under  subsection  (b)  in  the  case  of  an  individual  described 
in  clause  (iii)  of  subsection  (b)(2)(A),  the  entitlement  of  such 
individual  to  widow's  or  widower's  insurance  benefits  under  section 
202(e)  or  (f)  by  reason  of  a  disability  shall  be  deemed  to  be  the 
entitlement  to  such  benefits  that  woulcl  result  if  such  entitlement 
were  determined  without  regard  to  the  provisions  of  section  202  (j)  (4) . 

(/)  For  purposes  of  subsection  (b)  (and  (and  for  purposes  of 
section  1837(g)(1)  of  this  Act  and  section  7(d)(2)(H)  of  the 
Railroad  Retirement  Act  of  1974),  the  2k  months  for  which  an  indi- 
vidual has  to  have  been  entitled  to  specified  monthly  benefits  on  the 
basis  of  disability  in  order  to  become  entitled  to  hospital  insurance 
benefits  on  such  basis  effective  with  any  particular  month  (or  to  be 
deemed  to  have  enrolled  in  the  supplementary  medical  insurance  pro- 
gram, on  the  basis  of  such  entitlement,  by  reason  of  section  1837(f)), 
where  such  individual  had  been  entitled  to  specified  monthly  benefits 
of  the  same  type  during  a  previous  period  which  terminated — 

(1)  more  than  60  months  before  that  particular  month  in 
any  case  where  such  monthly  benefits  were  of  the  type  specified 
in  clause  (A)(i)  or  (B)  of  subsection  (b)(2),  or 

(2)  more  than  84  months  before  that  particular  month  in 
any  case  where  such  monthly  benefits  were  of  the  type  specified 
in  clause  (A)(ii)  or  (A)  (Hi)  of  such  subsection. 
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shall  not  include  any  month  which  occurred  during  such  previous 
period. 

C(f)l  (9)  For  entitlement  to  hospital  insurance  benefits  in  the  case 
of  certain  uninsured  individuals,  see  section  103  of  the  Social  Secu- 
rity Amendments  of  1965. 

*  *  *  *  *  *  * 

TITLE  IV— GRANTS  TO  STATES  FOR  AID  AND  SERVICES 
TO  NEEDY  FAMILIES  WITH  CHILDREN  AND  FOR 
CHILD-WELFARE  SERVICES 

*  *  *  *  *  *  * 

Part  A — Aid  to  Families  With  Dependent  Children  Appropriation 

Section  401.  For  the  purpose  of  encouraging  the  care  of  dependent 
children  in  their  own  homes  or  in  the  homes  of  relatives  by  enabling 
each  State  to  furnish  financial  assistance  and  rehabilitation  and  other 
services,  as  far  as  practicable  under  the  conditions  in  such  State,  to 
needy  dependent  children  and  the  parents  or  relatives  with  whom 
they  are  living  to  help  maintain  and  strengthen  family  life  and  to 
help  such  parents  or  relatives  to  attain  or  retain  capability  for  the 
maximum  self-support  and  personal  independence  consistent  with  the 
maintenance  of  continuing  parental  care  and  protection,  there  is  hereby 
authorized  to  be  appropriated  for  each  fiscal  year  a  sum  sufficient  to 
carry  out  the  purposes  of  this  part.  The  sums  made  available  under 
this  section  shall  be  used  for  making  payments  to  States  which  have 
submitted,  and  had  approved  by  the  Secretary  of  Health,  Education, 
and  Welfare,  State  plans  for  aid  and  services  to  needy  families  with 
children. 

State  Plans  for  Aid  and  Services  to  Needy  Families  With  Children 

Sec.  402.  (a)  A  State  plan  for  aid  and  services  to  needy  families 
with  children  must — 

(1)  provide  that  it  shall  be  in  effect  in  all  political  subdivisions 
of  the  State,  and,  if  administered  by  them,  be  mandatory  upon  them; 

(2)  provide  for  financial  participation  by  the  State ; 

(3)  either  provide  for  the  establishment  or  designation  of  a  single 
State  agency  to  administer  the  plan,  or  provide  for  the  establishment 
or  designation  of  a  single  State  agency  to  supervise  the  administration 
of  the  plan ; 

(4)  provide  for  granting  an  opportunity  for  a  fair  hearing  before 
the  State  agency  to  any  individual  whose  claim  for  aid  to  families 
with  dependent  children  is  denied  or  is  not  acted  upon  with  reason- 
able promptness; 

(5)  provide  such  methods  of  administration  (including  after 
January  1,  1940,  methods  relating  to  the  establishment  and  mainte- 
nance of  personnel  standards  on  a  merit  basis,  except  that  the  Secre- 
tary shall  exercise  no  authority  with  respect  to  the  selection,  tenure 
of  office,  and  compensation  of  any  individual  employed  in  accordance 
with  such  methods)  as  are  found  by  the  Secretary  to  be  necessary  for 
the  proper  and  efficient  operation  of  the  plan;  and 


153 


(6)  provide  that  the  State  agency  will  make  such  reports,  in  such 
form  and  containing  such  information,  as  the  Secretary  may  from 
time  to  time  require,  and  comply  with  such  provisions  as  the  Secre- 
tary may  from  time  to  time  find  necessary  to  assure  the  correctness 
and  verification  of  such  reports; 

(7)  except  as  may  be  otherwise  provided  in  clause  (8),  provide 
that  the  State  agency  shall,  in  determining  need,  take  into  considera- 
tion any  other  income  and  resources  of  any  child  or  relative  claiming 
aid  to  families  with  dependent  children,  or  of  any  other  individual 
(living  in  the  same  home  as  such  child  and  relative)  whose  needs  the 
State  determines  should  be  considered  in  determining  the  need  of  the 
child  or  relative  claiming  such  aid,  as  well  as  any  expenses  reasonably 
attributable  to  the  earning  of  any  such  income; 

(8)  provide  that,  in  making  the  determination  under  clause  (7), 
the  State  agency — 

(A)  shall  with  respect  to  any  month  disregard — 

(i)  all  of  the  earned  income  of  each  dependent  child  receiv- 
ing aid  to  families  with  dependent  children  who  is  (as  deter- 
mined by  the  State  in  accordance  with  standards  prescribed 
by  the  Secretary)  a  full-time  student  or  part-time  student 
who  is  not  a  full-time  employee  attending  a  school,  college, 
or  university,  or  a  course  of  vocational  or  technical  training 
designed  to  fit  him  for  gainful  employment,  and 

(ii)  in  the  case  of  earned  income  of  a  dependent  child  not 
included  under  clause  (i),  a  relative  receiving  such  aid,  and 
any  other  individual  (living  in  the  same  home  as  such  rela- 
tive and  child)  whose  needs  are  taken  into  account  in  making 
such  determination,  the  first  $30  of  the  total  of  such  earned 
income  for  such  month  plus  one-third  of  the  remainder  of 
such  income  for  such  month  (except  that  the  provisions  of 
this  clause  (ii)  shall  not  apply  to  earned  income  derived  from 
participation  on  a  project  maintained  under  the  programs 
established  by  section  432(b)  (2)  and  (3)) ;  and 

(B)  (i)  may,  subject  to  the  limitations  prescribed  by  the  Secre- 
tary, permit  all  or  any  portion  of  the  earned  or  other  income  to  be 
set  aside  for  future  identifiable  needs  of  a  dependent  child,  and 
(ii)  may,  before  disregarding  the  amounts  referred  to  in  sub- 
paragraph (A)  and  clause  (i)  of  this  subparagraph,  disregard 
not  more  than  $5  per  month  of  any  income;  except  that,  with 
respect  to  any  month,  the  State  agency  shall  not  disregard  any 
earned  income  (other  than  income  referred  to  in  subparagraph 
(B))of- 

(C)  any  one  of  the  persons  specified  in  clause  (ii)  of  subpara- 
graph (A)  if  such  person — 

(i)  terminated  his  employment  or  reduced  his  earned  in- 
come without  good  cause  within  such  period  (of  not  less  than 
30  days)  preceding  such  month  as  may  be  prescribed  by  the 
Secretary ;  or 

(ii)  refused  without  good  cause,  within  such  period  pre- 
ceding such  month  as  may  be  prescribed  by  the  Secretary,  to 
accept  employment  in  which  he  is  able  to  engage  which  is 
offered  through  the  public  employment  offices  of  the  State,  or 
is  otherwise  offered  by  an  employer  if  the  offer  of  such  em- 
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ployer  is  determined  by  the  State  or  local  agency  administer- 
ing the  State  plan,  after  notification  by  him,  to  be  a  bona  fide 
offer  of  employment ;  or 
(D)  any  of  such  persons  specified  in  clause  (ii)  of  subpara- 
graph (A)  if  with  respect  to  such  month  the  income  of  the  per- 
sons so  specified  (within  the  meaning  of  clause  (7) )  was  in  excess 
of  their  need  as  determined  by  the  State  agency  pursuant  to  clause 
(7)  (without  regard  to  clause  (8) ) ,  unless,  for  any  one  of  the  four 
months  preceding  such  month,  the  needs  of  such  person  were  met 
by  the  furnishing  of  aid  under  the  plan ; 

(9)  provide  safeguards  which  restrict  the  use  of  disclosure  of  infor- 
mation concerning  applicants  or  recipients  to  purposes  directly  con- 
nected with  (A)  the  administration  of  the  plan  of  the  State  approved 
under  this  part,  the  plan  or  program  of  the  State  under  part  B,  C,  or  D 
of  this  title  or  under  title  I,  X,  XIV,  XVI,  XIX,  or  XX,  or  the  sup- 
plemental security  income  program  established  by  title  XVI,  (B)  any 
investigation,  prosecution,  or  criminal  or  civil  proceeding,  conducted 
in  connection  with  the  administration  of  any  such  plan  or  program, 
[and]  (C)  the  administration  of  any  other  Federal  or  federally 
assigned  program  which  provides  assistance,  in  cash  or  in  kind,  or 
services,  directly  to  individuals  on  the  basis  of  need,  and  (D)  any 
audit  or  similar  activity  conducted  in  connection  with  the  administra- 
tion of  any  such  plan  or  program  by  any  governmental  entity  (includ- 
ing any  legislative  body  or  component  or  instrumentality  thereof) 
ivhich  is  authorized  by  law  to  conduct  such  audit  or  activity ;  and  the 
safeguards  so  provided  shall  prohibit  disclosure,  to  any  committee  or 
a  legislative  body  (other  than  the  Committee  on  Finance  of  the  Senate, 
the  Committee  on  Ways  and  Means  of  the  House  of  Representatives, 
and  any  governmental  entity  referred  to  in  clause  (D)  with  respect  to 
an  activity  referred  to  in  such  clause),  of  any  information  which 
identifies  by  name  or  address  any  such  applicant  or  recipient ; 

(10)  provide,  effective  July  1,  1951,  that  all  individuals  wishing  to 
make  application  for  aid  to  families  with  dependent  children  shall 
have  opportunity  to  do  so,  and  that  aid  to  families  with  dependent 
children  shall,  subject  to  paragraphs  (25)  and  (26) ,  be  furnished  with 
reasonable  promptness  to  all  eligible  individuals ; 

(11)  provide  for  prompt  notice  (including  the  transmittal  of  all 
relevant  information)  to  the  State  child  support  collection  agency 
(established  pursuant  to  part  D  of  this  title)  of  the  furnishing  of  aid 
to  families  with  dependent  children  with  respect  to  a  child  who  has 
been  deserted  or  abandoned  by  a  parent  (including  a  child  born  out 
of  wedlock  without  regard  to  whether  the  paternity  of  such  child  has 
been  established)  ; 

(12)  provide,  effective  October  1, 1950,  that  no  aid  will  be  furnished 
any  individual  under  the  plan  with  respect  to  any  period  with  respect 
to  which  he  is  receiving  old-age  assistance  under  the  State  plan 
approved  under  section  2  of  this  Act ; 

(13)  ["Repealed]. 

(14)  [Kepealed]. 

(15)  provide  as  part  of  the  program  of  the  State  for  the  provision 
of  services  under  title  XX  (A)  for  the  development  of  a  program,  for 
each  appropriate  relative  and  dependent  child  receiving  aid  under  the 
plan  and  for  each  appropriate  individual  (living  in  the  same  home  as  a 
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relative  and  child  receiving  such  aid)  whose  needs  are  taken  into  ac- 
count in  making  the  determination  under  clause  (7),  for  preventing 
or  reducing  the  incidence  of  births  out  of  wedlock  and  otherwise 
strengthening  family  life,  and  for  implementing  such  program  by 
assuring  that  in  all  appropriate  cases  (including  minors  who  can  be 
considered  to  be  sexually  active)  family  planning  services  are  offered 
to  them  and  are  provided  promptly  (directly  or  under  arrangements 
with  others)  to  all  individuals  voluntarily  requesting  such  services, 
but  acceptance  of  family  planning  services  provided  under  the  plan 
shall  be  voluntary  on  the  part  of  such  members  and  individuals  and 
shall  not  be  a  prerequisite  to  eligibility  for  or  the  receipt  of  any  other 
service  under  the  plan;  and  (B)  to  the  extent  that  services  provided 
under  this  clause  or  clause  (14)  are  furnished  by  the  staff  of  the  State 
agency  or  the  local  agency  administering  the  State  plan  in  each  of  the 
political  subdivisions  of  the  State,  for  the  establishment  of  a  single 
organizational  unit  in  such  State  or  local  agency,  as  the  case  may  be, 
responsible  for  the  furnishing  of  such  services ; 

(16)  provide  that  where  the  State  agency  has  reason  to  believe  that 
the  home  in  which  a  relative  and  child  receiving  aid  reside  is  unsuit- 
able for  the  child  because  of  the  neglect,  abuse,  or  exploitation  of  such 
child  it  shall  bring  such  condition  to  the  attention  of  the  appropriate 
court  or  law  enforcement  agencies  in  the  State,  providing  such  data 
with  respect  to  the  situation  it  may  have ; 

(17)  [Repealed]. 

(18)  [Repealed]. 

(19)  provide — 

(A)  [that  every  individual,  as  a  condition  of  eligibility  for  aid 
under  this  part,  shall  register  for  manpower  services,  training, 
and  employment  as  provided  by  regulations  of  the  Secretary  of 
Labor,  unless  such  individual  is — ]  that  every  individual,  as  a  con- 
dition of  eligibility  for  aid  under  this  fart,  shall  register  for 
manpower  services,  training,  employment,  and  other  employment- 
related  activities  with  the  Secretary  of  Labor  as  provided  by 
regulations  issued  by  him,  unless  such  individual  is — 

(i)  a  child  who  is  under  age  16  or  attending  school  full 
time; 

(ii)  a  person  who  is  ill,  incapacitated,  or  of  advanced  age; 

(iii)  a  person  so  remote  from  a  work  incentive  project 
that  his  effective  participation  is  precluded ; 

(iv)  a  person  whose  presence  in  the  home  is  required  be- 
cause of  illness  or  incapacity  of  another  member  of  the  house- 
hold; 

(v)  a  mother  or  other  relative  of  a  child  under  the  age  of 
six  who  is  caring  for  the  child ;  [or J 

(vi)  the  mother  or  other  female  caretaker  of  a  child,  if 
the  father  or  another  adult  male  relative  is  in  the  home  and 
not  excluded  by  clause  (i),  (ii),  (iii),  or (  iv)  of  this  subpara- 
graph (unless'  he  has  failed  to  register  as  required  by  this 
subparagraph,  or  has  been  found  by  the  Secretary  of  Labor 
[under  section  433(g) J  to  have  refused  without  good 
cause  to  participate  under  a  work  incentive  program  or 
accept  employment  as  described  in  subparagraph  (F)  of  this 
paragraph)  ;  or 
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(vii)  a  person  who  is  working  not  less  than  30  hours  per 
week; 

and  that  any  individual  referred  to  in  clause  (v)  shall  be  advised 
of  her  option  to  register,  if  she  so  desires,  pursuant  to  this  para- 
graph, and  shall  be  informed  of  the  child  care  services  (if  any) 
which  will  be  available  to  her  in  the  event  she  should  decide  so 
to  register; 

(B)  that  aid  to  families  with  dependent  children  under  the 
plan  will  not  be  denied  by  reason  of  such  registration  or  the  indi- 
vidual's certification  to  the  Secretary  of  Labor  under  subpara- 
graph (G)  of  this  paragraph,  or  by  reason  of  an  individual's 
participation  on  a  project  under  the  program  established  by  sec- 
tion 432(b)  (2)  or  (3)  ; 

(C)  for  arrangements  to  assure  that  there  will  be  made  a  non- 
Federal  contribution  to  the  Avork  incentive  programs  established 
by  part  C  by  appropriate  agencies  of  the  State  or  private  orga- 
nizations of  10  per  centum  of  the  cost  of  such  programs,  as  specified 
in  section  435(b)  ; 

(D)  that  (i)  training  incentives  authorized  under  section 
434[,  and  income  derived  from  a  special  work  project  under  the 
program  established  by  section  432(b)  (3)]  shall  be  disregarded 
in  determining  the  needs  of  an  individual  under  section  402(a) 
(7),  and  (ii)  in  determining  such  individual's  needs  the  addi- 
tional expenses  attributable  to  his  participation  in  a  program  es- 
tablished by  section  432(b)  (2)  and  (3)  shall  be  taken  into 
account ; 

(F)  that  if  f and  for  so  long  as  any  child,  relative,  or  individual 
(certified  to  the  Secretary  of  Labor  pursuant  to  subparagraph 
(G) )]  (and  for  such  period  as  is  prescribed  under  joint  regula- 
tions of  the  Secretary  and,  the  Secretary  of  Labor)  any  child, 
relative  or  individual  has  been  found  by  the  Secretary  of  Labor 
-  under  section  433(g)  to  have  refused  without  good  cause  to  par- 
ticipate under  a  work  incentive  program  established  by  part  C 
with  respect  to  which  the  Secretary  of  Labor  has  determined  his 
participation  is  consistent  with  the  purposes  of  such  part  C,  or  to 
have  refused  without  good  cause  to  accept  employment  in  which 
he  is  able  to  engage  which  is  offered  through  the  public  employ- 
ment offices  of  the  State,  or  is  otherwise  offered  by  an  employer 
if  the  offer  of  such  employer  is  determined,  after  notification 
by  him,  to  be  a  bona  fide  offer  of  employment — 

(i)  if  the  relative  makes  such  refusal,  such  relative's 
needs  shall  not  be  taken  into  account  in  making  the  deter- 
mination under  clause  (7),  and  aid  for  any  dependent  child 
in  the  family  in  the  form  of  payments  of  the  type  described 
in  section  406(b)  (2)  (which  in  such  a  case  shall  be  without 
regard  to  clauses  (A)  and  (E)  thereof)  or  section  408 
will  be  made ; 

(ii)  aid  with  respect  to  a  dependent  child  will  be  denied 
if  a  child  who  is  the  only  child  receiving  aid  in  the  family 
makes  such  refusal ; 

(iii)  if  there  is  more  than  one  child  receiving  aid  in 
the  family,  aid  for  any  such  child  will  be  denied  (and  his 
needs  will  not  be  taken  into  account  in  making  the  deter- 
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urination  under  clause  (7) )  if  that  child  makes  such  refusal ; 
and 

(iv)  if  such  individual  makes  such  refusal,  such  individ- 
ual's needs  shall  not  be  taken  into  account  in  making  the 
determination  under  clause  (7)  ;  and 
[except  that  the  State  agency  shall  for  a  period  of  sixty  days, 
make  payments  of  the  type  described  in  section  406(b)  (2)  (with- 
out regard  to  clauses  (A)  through  (E)  thereof)  on  behalf  of  the 
relative  specified  in  clause  (i),  or  continue  aid  in  the  case  of  a 
child  specified  in  clause  (ii)  or  (iii) ,  or  take  the  individual's  needs 
into  account  in  the  case  of  an  individual  specified  in  clause  (iv), 
but  only  if  during  such  period  such  child,  relative,  or  individual 
accepts  counseling  or  other  services  (which  the  State  agency  shall 
make  available  to  such  child,  relative,  or  individual)  aimed  at 
persuading  such  relative,  child,  or  individual,  as  the  case  may  be, 
to  participate  in  such  program  in  accordance  with  the  determina- 
tion of  the  Secretary  of  Labor ;  and] 

(G)  that  the  State  agency  will  have  in  effect  a  special  program 
which  (i)  will  be  administered  by  a  separate  administrative  unit 
{which  will,  to  the  maximum  extent  feasible,  he  located  in  the 
same  facility  as  that  utilized  for  the  administration  of  programs 
established  pursuant  to  section  432(b)  (1),  (2),  or  (3))  and  the 
employees  of  which  will,  to  the  maximum  extent  feasible,  per- 
form services  only  in  connection  with  the  administration  of  such 
program,  (ii)  will  provide  (through  arrangements  with  others 
or  otherwise)  for  individuals  who  have  been  registered  pursu- 
ant to  subparagraph  (A)[,]  of  this  paragraph,  I  in  accordance 
with  the  order  of  priority  listed  in  section  433(a),  such  health, 
vocational  rehabilitation,  counseling,  child  care,  and  other  social 
and  supportive  services  as  are  necessary  to  enable  such  individuals 
to  accept  employment  or  receive  manpower  training  provided 
under  [part  CJ  section  432(b)  (1),  (2),  or  (3),  and  will,  when 
arrangements  have  been  made  to  provide  necessary  supportive 
services,  including  child  care,  certify  to  the  Secretary  of  Labor 
those  individuals  who  are  ready  for  [employment  or  training 
under  part  C  J  employment  or  training  under  section  432(b)  (1), 
(2),  or  (3),  (II)  such  social  and  supportive  services  as  are  nec- 
essary to  enable  such  individuals  as  determined  appropriate  by 
the  Secretary  of  Labor  actively  to  engage  in  other  employment- 
related  (including  but  not  limited  to  employment  search)  activi- 
ties, and  (III)  for  a  period  deemed  appropriate  by  the  Secretary 
of  Labor  after  such  an  individual  accepts  employment,  such  social 
and  supportive  services  as  are  reasonable  and  necessary  to  en- 
able him  to  retain  such  employment,  (iii)  will  participate  in  the 
development  of  operational  and  employability  plans  under  sec- 
tion 433(b)  ;  and  (iv)  provides  for  purposes  of  clause  (ii),  that, 
when  more  than  one  kind  of  child  care  is  available,  the  mother 
may  choose  the  type,  but  she  may  not  refuse  to  accept  child  care 
services  if  they  are  available ; 

(20)  effective  July  1,  1969,  provide  for  aid  to  families  with  de- 
pendent children  in  the  form  of  foster  care  in  accordance  with  section 
408; 

(21)  [Repealed]. 
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(22)  [Repealed]. 

(23)  provide  that  by  July  1,  1969,  the  amounts  used  by  the  State  to 
determine  the  needs  of  individuals  will  have  been  adjusted  to  reflect 
fully  changes  in  living  costs  since  such  amounts  were  established,  and 
any  maximums  that  the  State  imposes  on  the  amount  of  aid  paid  to 
families  will  have  been  proportionally  adjusted  ; 

(24)  provide  that  if  an  individual  is  receiving  benefits  under  title 
XVI,  then,  for  the  period  for  which  such  benefits  are  received,  such 
individual  shall  not  be  regarded  as  a  member  of  a  family  for  purposes 
of  determining  the  amount  of  the  benefits  of  the  family  under  this  title 
and  his  income  and  resources  shall  not  be  counted  as  income  and 
resources  of  a  family  until  this  title ; 

(25)  provide  (A)  that,  as  a  condition  of  eligibility  under  the  plan, 
each  applicant  for  or  recipient  of  aid  shall  furnish  to  the  State  agency 
his  social  security  account  number  (or  numbers,  if  he  has  more  than 
one  such  number),  and  (B)  that  such  State  agency  shall  utilize  such 
account  numbers,  in  addition  to  any  other  means  of  identification  it 
may  determine  to  employ  in  the  administration  of  such  plan ; 

(26)  provide  that,  as  a  condition  of  eligibility  for  aid,  each  appli- 
cant or  recipient  will  be  required — 

(A)  to  such  the  State  any  rights  to  support  from  any  other 
person  such  applicant  may  have  (i)  in  his  own  behalf  or  in  behalf 
of  any  other  family  member  for  whom  the  applicant  is  applying 
for  or  receiving  aid,  and  (ii) ,  which  have  accrued  at  the  time  such 
assionment  is  executed. 

(B)  to  cooperate  with  the  State  (i)  in  establishing  the  pater- 
nity of  a  child  born  out  of  wedlock  with  respect  to  whom  aid  is 
claimed,  and  (ii)  in  obtaining  support  payments  for  such  appli- 
cant and  for  a  child  with  respect  to  whom  such  aid  is  claimed,  or 
in  obtaining  any  other  payments  or  property  due  such  applicant 
or  such  child,  unless  (in  either  case)  such  applicant  or  recipient 
is  found  to  have  good  cause  for  refusing  to  cooperate  as  deter- 
mined by  the  State  agency  in  accordance  with  standards  prescribed 
by  the  Secretary,  which  standards  shall  take  into  consideration  the 
best  interests  of  the  child  on  whose  behalf  aid  is  claimed;  and 
that,  if  the  relative  with  whom  a  child  is  living  is  found  to  be 
ineligible  because  of  failure  to  comply  with  the  requirements  of 
subparagraphs  (A)  and  (B)  of  this  paragraph,  any  aid  for  which 
such  child  is  eligible  will  be  provided  in  the  form  of  protective 
payments  as  described  in  section  406(b)  (2)  (without  regard  to 
subparagraphs  (A)  through  (E)  of  such  section)  ; 

(27)  provide,  that  the  State  has  in  effect  a  plan  approved  under 
part  D  and  operate  a  child  support  program  in  conformity  with  such 
plan ; 

(28)  provide  that,  in  determining  the  amount  of  aid  to  which  an 
eligible  family  is  entitled,  any  portion  of  the  amounts  collected  in  any 
particular  month  as  child  support  pursuant  to  a  plan  approved  under 
part  D,  and  retained  by  the  State  under  section  457,  which  (under  the 
State  plan  approved  under  this  part  as  in  effect  both  during  July  1975 
and  during  that  particular  month)  would  not  have  caused  a  reduction 
hi  the  amount  of  aid  paid  to  the  family  if  such  amounts  had  been  paid 
directly  to  the  family,  shall  be  added  to  the  amount  of  aid  otherwise 
payable  to  such  family  under  the  State  plan  approved  under  this  part ; 
[and] 
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(29)  effective  October  1,  1979,  provided  that  wage  information 
available  from  the  Social  Security  Administration  under  the  provi- 
sions of  section  411  of  this  Act,  and  wage  information  available  (under 
the  provisions  of  section  3301(a)  (16)  of  the  Federal  Unemployment 
Tax  Act)  from  agencies  administering  State  unemployment  compen- 
sation laws,  shall  be  requested  and  utilized  to  the  extent  permitted 
under  the  provisions  of  such  sections ;  except  that  the  State  shall  not 
be  required  to  request  such  information  from  the  Social  Security 
Administration  where  such  information  is  available  from  the  agency 
administering  the  State  unemployment  compensation  laws[.] 

(30)  at  the  option  of  the  State,  provide,  effective  April  1,  1980  (or 
at  the  beginning  of  such  subsequent  calendar  quarter  as  the  State  shall 
elect),  for  the  establishment  and  operation,  in  accordance  with  an 
(initial  and  annually  updated)  advance  automatic  data  processing 
planning  document  approved  under  subsection  (d),  of  an  automated 
statewide  management  information  system  designed  effectively  and 
efficiently,  to  assist  management  in  the  administration  of  the  State 
plan  for  aid  to  families  with  dependent  children  approved  under  this 
part,  so  as  (A)  to  control  and  account  for  (i)  all  the  factors  in  the  total 
eligibility  determination  process  under  such  plan  for  aid  (including, 
but  not  limited  to,  (I)  identifiable  correlation  factors  (such  as  social 
security  numbers,  names,  dates  of  birth,  home  addresses,  and  mailing 
addresses  (including  postal  ZIP  codes),  of  all  applicants  and  recip- 
ients of  such  aid  and  the  relative  with  whom  any  child  who  is  such  an 
applicant  or  recipient  is  living)  to  assure  sufficient  compatibility 
among  the  systems  of  different  jurisdictions  to  permit  periodic  screen- 
ing to  determine  whether  an  individual  is  or  has  been  receiving  benefits 
from  more  than  one  jurisdiction,  (II)  checking  records  of  applicants 
and  recipients  of  such  aid  on  a  periodic  basis  with  other  agencies,  both 
intra-  and  inter-State,  for  determination  and  verification  of  eligibility 
and  payment  pursuant  to  requirements  imposed  by  other  provisions 
of  this  Act),  (ii)  the  costs,  quality,  and  delivery  of  funds  and  ser-vices 
furnished  to  applicants  for  and  recipients  of  such  aid,  (B)  to  notify 
the  appropriate  officials  of  child  support,  food  stamp,  social  service, 
and  medical  assistance  programs  approved  under  titls  XIX  whenever 
the  case  becomes  ineligible  or  the  amount  of  aid  or  services  is  changed, 
and  (C)  to  provide  for  security  against  unauthorized  access  to,  or  use 
of,  the  clot  a  in  such  system. 

(b)  The  Secretary  shall  approve  any  plan  which  fulfills  the  condi- 
tions specified  in  subsection  (a),  except  that  he  shall  not  approve  any 
plan  which  imposes  as  a  condition  of  eligibility  for  aid  to  families 
with  dependent  children  a  residence  requirment  which  denies  aid 
with  respect  to  any  child  residing  in  the  State  (1)  who  has  resided  in 
the  State  for  one  year  immediately  preceding  the  application  for  such 
aid,  or  (2)  who  was  born  within  one  year  immediately  preceding  the 
application,  if  the  parent  or  other  relative  with  whom  the  child  is  liv- 
ing has  resided  in  the  State  for  one  year  immediately  preceding  the 
birth. 

(c)  The  Secretary  shall,  on  the  basis  of  his  review  of  the  reports 
received  from  the  States  under  clause  (15)  of  subsection  (a),  compile 
such  data  as  he  believes  necessary  and  from  time  to  time  publish  his 
findings  as  to  the  effectiveness  of  the  programs  developed  and  admin- 
istered by  the  States  under  such  clause.  The  Secretary  shall  annually 
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report  to  the  Congress  (with  the  first  such  report  being  made  on  or 
before  July  1,  1970)  on  the  programs  developed  and  administered  by 
each  State  under  such  clause  (15). 

(d)(1)  The  Secretary  shall  not  approve  the  initial  and  annually 
updated  advance  automatic  data  processing  planning  document,  re- 
ferred to  in  subsection  (a)  (30),  unless  he  finds  that  such  document, 
ivhen  implemented,  will  generally  carry  out  the  objectives  of  the  state- 
wide management  system  referred  to  in  such  subsection,  and  such 
document — 

(A)  provides  for  the  conduct  of,  and  reflects  the  results  of,  re- 
quirements analysis  studies,  which  include  consideration  of  the 
program  mission,  functions,  organizations,  services,  constraints, 
and  current  support,  of,  in,  or  relating  to,  such  system, 

(B)  contains  a  description  of  the  proposed  statewide  manage- 
ment system  referred  to  in  section  Jfi3 (a)  (3)  (D) ,  including  a 
description  of  information  flows,  input  data,  and  output  reports 
and  uses, 

(C)  sets  forth  the  security  and  interface  requirements  to  be 
employed  in  such  statewide  management  system, 

(D)  describes  the  projected  resource  requirements  for  staff  and 
other  needs,  and  the  resource®  available  or  expected  to  be  available 
to  meet  such  requirements, 

(E)  includes  cost-benefit  analyses  of  each  alternative  manage- 
ment system,  data  processing  services  and  equipment,  and  a  cost 
allocation  plan  containing  the  basis  for  rates,  both  direct  and  in- 
direct, to  be  in  effect  under  such  statewide  management  system, 

(F)  contains  an  implementation  plan  tvith  charts  of  develop- 
ment events,  testing  descriptions,  proposed  acceptance  criteria,  and 
backup  and  fallback  procedures  to  handle  possible  failure  of  con- 
tingencies, and 

(G)  contains  a  summary  of  proposed  improvement  of  such 
statewide  management  system  in  terms  of  qualitative  and  quanti- 
tative benefits. 

(2)  (A)  The  Secretary  shall,  on  a  continuing  basis,  review,  assess, 
and  inspect  the  planning,  design,  and  operation  of,  statewide  manage- 
ment information  systems  referred  to  in  section  Ifi3(a)  (3)  (C),  toith 
a  view  to  determining  whether,  and  to  what  extent,  such  systems  meet 
and  continue  to  meet  requirements  imposed  under  such  section  and  the 
conditions  specified  under  subsection  (a)  (30)  of  this  section. 

(B)  If  the  Secretary  finds  with  respect  to  any  statewide  management 
information  system  referred  to  in  section  403(a)  (3)  (C)  that  there  is  a 
failure  substantially  to  comply  tvith  criteria,  requirements,  and  other 
undertakings,  prescribed  by  the  advance  automatic  data  processing 
planning  document  theretofore  approved  by  the  Secretary  with  respect 
to  such  system,  then  the  Secretary  shall  suspend  his  approval  of  such 
document  until  there  is  no  longer  any  such  failure  of  such  system  to 
comply  with  such  criteria,  requirements,  and  other  undertakings  so 
prescribed. 

Payment  to  States 

Sec.  403.  (a)  From  the  sums  appropriated  therefor,  the  Secre- 
tary of  the  Treasury  shall  pay  to  each  State  which  has  an  approved 
plan  for  aid  and  services  to  needy  families  with  children,  for  each 
quarter,  beginning  with  the  quarter  commencing  October  1,  1958 — 
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(1)  in  the  case  of  any  State  other  than  Puerto  Rico,  the  Virgin 
Islands,  and  Guam,  an  amount  equal  to  the  sum  of  the  following 
proportions  of  the  total  amounts  expended  during  such  quarter 
as  aid  to  families  with  dependent  children  under  the  State  plan 
(including  expenditures  for  premiums  under  part  B  of  title 
XVIII  for  individuals  who  are  recipients  of  money  payments  un- 
der such  plan  and  other  insurance  premiums  for  medical  or  any 
other  type  of  remedial  care  or  the  cost  thereof)  — 

(A)  five-sixths  of  such  expenditures,  not  counting  so  much 
of  any  expenditure  with  respect  to  any  month  as  exceeds  the 
product  of  $18  multiplied  by  the  total  number  of  recipients 
of  aid  to  families  with  dependent  children  for  such  month 
(which  total  number,  for  purposes  of  this  subsection,  means 

(i)  the  number  of  individuals  with  respect  to  whom  such  aid 
in  the  form  of  money  payments  is  paid  for  such  month,  plus 

(ii)  the  number  of  other  individuals  with  respect  to  whom 
expenditures  were  made  in  such  month  as  aid  to  families  with 
dependent  children  in  the  form  of  medical  or  any  other  type 
of  remedial  care,  plus  (iii)  the  number  of  individuals,  not 
counted  under  clause  (i)  or  (ii),  with  respect  to  whom  pay- 
ments described  in  section  406(b)  (2)  are  made  in  such  month 
and  included  as  expenditures  for  purposes  of  this  paragraph 
or  paragraph  (2) )  ;  plus 

(B)  the  Federal  percentage  of  the  amount  by  which  such 
expenditures  exceed  the  maximum  which  may  be  counted 
under  clause  (A),  not  counting  so  much  of  any  expenditure 
with  respect  to  any  month  as  exceeds  (i)  the  product  of  $32 
multiplied  by  the  total  number  of  recipients  of  aid  to  families 
with  dependent  children  (other  than  such  aid  in  the  form 
of  foster  care)  for  such  month,  plus  (ii)  the  product  of  $100 
multiplied  by  the  total  number  of  recipients  of  aid  to  families 
with  dependent  children  in  the  form  of  foster  care  for  such 
month;  and 

(2)  in  the  case  of  Puerto  Rico,  the  Virgin  Islands,  and  Guam, 
an  amount  equal  to  one-half  of  the  total  of  the  sums  expended 
during  such  quarter  as  aid  to  families  with  dependent  children 
under  the  State  plan  (including  expenditures  for  oremiums  under 
part  B  of  title  XVIII  for  individuals  who  are  recipients  of  money 
payments  under  such  plan  and  other  insurance  premiums  for 
medical  or  any  other  type  of  remedial  care  or  the  cost  thereof)  not 
counting  so  much  of  anv  expenditure  with  respect  to  any  month 
as  exceeds  $18  multiplied  by  the  total  number  of  recipients  of  such 
aid  for  such  month;  and 

(3)  in  the  case  of  any  State,  an  amount  equal  to  the  sum  of  the 
following  proportions  of  the  total  amounts  expended  during  such 
quarter  as  found  necessary  by  the  Secretary  of  Health,  Education, 
and  Welfare  for  the  proper  and  efficient  administration  of  the 
State  plan — 

(A)  75  per  centum  of  so  much  of  such  expenditures  a?  are 
for  the  training  (including  both  short-  and  long-term  train- 
ing at  educational  institutions  through  grants  to  such  institu- 
tions or  by  direct  financial  assistance  to  students  enrolled  m 
such  institutions)  of  personnel  employed  or  preparing  for  em- 
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ployment  by  the  State  agency  or  by  the  local  agency  admin- 
istering the  plan  in  the  political  subdivision,  [and] 

(B )  75  per  centum  of  so  much  of  such  expenditures  as  are 
directly  attributable  to  costs  incurred  (as  found  necessary  by 
the  Secretary)  (i)  in  the  establishment  and  operation  of  one 
or  more  identifiable  fraud  control  units  the  purpose  of  which 
is  to  investigate  and  prosecute  cases  of  fraud  in  the  provision 
and  administration  of  aid  provided  under  the  State  plan,  (ii) 
in  the  investigation  and  prosecution  of  such  cases  of  fraud  by 
attorneys  employed  by  the  State  agency  or  by  local  agencies 
administering  the  State  plan  in  a  locality  within  the  State, 
and  {Hi)  in  the  investigation  and  prosecution  of  such  cases  of 
fraud  by  attorneys  retained  under  contract  for  that  purpose 
by  the  State  agency  or  such  a  local  agency,  ^andj 

( O)  90  per  centum  of  so  much  of  the  sums  expended  during 
such  quarter  (commencing  ivith  the  quarter  which  begins 
April  1,  1980)  as  are  attributable  to  the  planning,  design, 
development,  or  installation  of  such  statewide  mechanized 
claims  processing  and  information  retrieval  systems  as  (i) 
meet  the  conditions  of  section  402(a)  (SO),  and  (ii)  the  Sec- 
retary determines  are  likely  to  provide  more  efficient,  eco- 
nomical, and  effective  administration  of  the  plan  and  to  be 
compatible  with  the  claims  processing  and  information  re- 
trieval systems  utilized  in  the  administration  of  State  plans 
approved  under  title  XIX,  and  State  programs  ivith  respect 
to  which  there  is  Federal  financial  participation  under 
title  XX, 

(D)  75  per  centum  of  so  much  of  the  sums  expended  during 
such  quarter  (commencing  with  the  quarter  ivhich  begins 
April  1, 1980)  as  are  attributable  to  the  operation  of  systems 
(whether  such  systems  are  operated  directly  by  the  State  or 
by  another  person  under  contract  with  the  State)  of  the  type 
described  in  subparagraph  (C)  (whether  or  not  designed, 
developed,  or  installed  with  assistance  under  such  subpara- 
graph) and  which  meet  the  conditions  of  section  402(a)  (30), 
and 

[(B)]  (E)  one-half  of  the  remainder  of  such  expenditures, 
except  that  no  payment  shall  be  made  with  respect  to  amounts  ex- 
pended in  connection  with  the  provision  of  any  service  described  in 
section  2002(a)  (1)  of  this  Act  other  than  services  the  provision  of 
which  is  required  by  section  402(a)  (19)  to  be  included  in  the  plan  of 
the  State;  ,  and  no  payment  shall  be  made  under  suhvaragraph  (B) 
unless  the  State  aorees  to  pay  to  any  political  subdivision  thereof,  an 
amount  equal  to  75  ver  centum'  of  so  much  of  the  administrative  ex- 
penditures described  in  such  subparagraph  as  ivere  made  by  such 
political  subdivision  and 

(4)  [Eepealed]. 

(5)  in  the  case  of  any  State,  an  amount  equal  to  50  per  centum 
of  the  total  amount  expended  under  the  State  plan  during  such 
quarter  as  emergency  assistance  to  needy  families  with  children. 

The  number  of  individuals  with  respect  to  whom  payments  de- 
scribed in  section  406(b)  (2)  are  made  for  anv  month,  who  may  be 
included  as  recipients  of  aid  to  families  with  dependent  children  for 
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purposes  of  paragraph  (1)  or  (2),  may  not  exceed  20  per  centum  of 
the  number  of  other  recipients  of  aid  to  families  with  dependent  chil- 
dren for  such  month.  In  computing  such  20  percent,  there  shall  not 
be  taken  into  account  individuals  with  respect  to  whom  such  pay- 
ments are  made  for  any  month  in  accordance  with  section  402(a)  (19) 
(F)  or  section  402(a)  (26). 

In  the  case  of  calendar  quarters  beginning  after  September  30, 
1977.  and  prior  to  April  1,  1978,  the  amount  to  be  paid  to  each  State 
(as  determined  under  the  preceding  provisions  of  this  subsection  or 
section  1118,  as  the  case  may  be)  shall  be  increased  in  accordance  with 
the  provisions  of  subsection  (i)  of  this  section. 

(b)  The  method  of  computing  and  paying  such  amounts  shall  be 
as  follows: 

(1)  The  Secretary  of  Health,  Education,  and  Welfare  shall, 
prior  to  the  beginning  of  each  quarter,  estimate  the  amount  to 
be  paid  to  the  State  for  such  quarter  under  the  provisions  of 
subsection  (a),  such  estimate  to  be  based  on  (A)  a  report  filed 
by  the  State  containing  its  estimate  of  the  total  sum  to  be  ex- 
pended in  such  quarter  in  accordance  with  the  provisions  of  such 
subsection  and  stating  the  amount  appropriated  or  made  available 
by  the  State  and  its  political  subdivisions  for  such  expenditures 
in  such  quarters,  and  if  such  amount  is  less  than  the  State's  pro- 
portionate share  of  the  total  sum  of  such  estimated  expenditures, 
the  source  or  sources  from  which  the  difference  is  expected  to  be 
derived.  (B)  records  showing  the  number  of  dependent  children 
in  the  State,  and  (C)  such  other  investigation  as  the  Secretary 
may  find  necessary. 

(2)  The  Secretary  of  Health,  Education,  and  Welfare  shall 
then  certify  to  the  Secretary  of  the  Treasury  the  amount  so  esti- 
mated by  the  Secretary  of  Health,  Education,  and  Welfare,  (A) 
reduced  or  increased,  ps  the  case  may  be,  bv  any  sum  bv  which  the 
Secretary  of  Health,  Education,  and  Welfare  finds  that  his  esti- 
mate for  any  prior  quarter  was  greater  or  less  than  the  amount 
which  should  have  been  paid  to  the  State  for  such  quarter,  [and] 
(B)  reduced  by  a  sum  equivalent  to  the  pro  rata  share  to  which 
the  United  States  is  equitably  entitled,  as  determined  by  the  Sec- 
retary of  Health,  Education,  and  Welfare,  of  the  net  amount  re- 
covered during  any  prior  quarter  bv  the  State  or  any  political 
subdivision  thereof  with  respect  to  aid  to  families  with  dependent 
children  furnished  under  the  State  plan,  and  (C)  reduced  by 
such  amount  as  is  necessary  to  provide  the  appropriate  reimburse- 
ment of  the  Federal  Government  thai  the  State  is  required  to 
make  under  section  157  out  of  that  portion  of  child  supvort  col- 
lections retained  bv  it  pursuant  to  such  section ;  except  that  such 
increases  or  reductions  shall  not  be  made  to  the  extent  that  such 
sums  have  been  applied  to  make  the  amount  certified  for  any 
Drior  quarter  greater  or  less  than  the  amount  estimated  by  the 
Secretary  of  Health,  Education,  and  Welfare  for  such  prior 
quarter. 

(%)  Tap  Secretarv  of  the  Treasury  s^all  thereupon,  through 
the  Fiscal  Service  of  the  Treasurv  Department  and  prior  to  s»udit 
or  settlement  bv  the  General  Accounting  Offire.  pav  to  the  State, 
at  the  time  or  times  fixed  bv  the  Secretary  of  Health.  Education, 
and  Welfare,  the  amounts  so  certified. 
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(c)  Notwithstanding  any  other  provision  of  this  Act,  the  Federal 
share  of  assistance  payments  under  this  part  shall  be  reduced  with 
respect  to  any  State  for  any  fiscal  year  after  June  30,  1973,  by  one 
percentage  point  for  each  percentage  point  by  which  the  number  of 
individuals  certified,  under  the  program  of  such  State  established  pur- 
suant to  section  402(a)  (19)  (G),  to  the  local  employment  office  of  the 
State  as  being  ready  for  employment  or  training  under  [part  C]  sec- 
tion 432 (b)  (7),  (#),  or  (#),  is  less  than  15  per  centum  of  the  average 
number  of  individuals  in  such  State  who,  during  such  year,  are  re- 
quired to  be  registered  pursuant  to  section  402(a)  (19)  (A). 

(d)  (1)  Notwithstanding  subparagraph  (A)  of  subsection  (a)  (3) 
the  rate  specified  in  such  subparagraph  shall  be  90  per  centum  (rather 
than  75  per  centum)  with  respect  to  social  and  supportive  services 
provided  pursuant  to  section  402(a)  (19)  (G).  In  determining  the 
amount  of  the  expenditures  made  under  a  State  plan  for  any  quarter 
with  respect  to  social  and  supportive  services  pursuant  to  section 
402(a)  (19)  (G),  there  shall  be  included  the  fair  and  reasonable  value 
of  goods  and  services  furnished  in  hind  from  the  State  or  any  political 
subdivision  thereof. 

(2)  Of  the  sums  authorized  by  section  401  to  be  appropriated  for 
the  fiscal  year  ending  June  30,  1973,  not  more  than  $750,000,000  shall 
be  appropriated  to  the  Secretary  for  payments  with  respect  to  services 
to  which  paragraph  (1)  applies. 

Access  to  Wage  Information 

Sec.  411.  (a)  Notwithstanding  any  other  provision  of  law,  the  Sec- 
retary shall  make  available  to  States  and  political  subdivisions  thereof 
wage  information  contained  in  the  records  of  the  Social  Security 
Administration  which  is  necessary  (as  determined  by  the  Secretary 
in  regulations)  for  purposes  of  determining  an  individual's  eligibility 
for  aid  or  services,  or  the  amount  of  such  aid  or  services,  under  a  State 
plan  for  aid  and  services  to  needy  families  with  children  approved 
under  this  part,  and  which  is  specifically  requested  by  such  State  or 
political  subdivision  for  such  purposes. 

(b)  The  Secretary  shall  establish  such  safeguards  as  are  necessary 
(as  determined  by  the  Secretary  under  regulations)  to  insure  that 
information  made  available  under  the  provisions  of  this  section  is  used 
only  for  the  purposes  authorized  by  this  section. 

Technical  Assistance  for  Developing  Management  Information 

Systems 

Sec.  412.  The  Secretary  shall  provide  such  technical  assistance  to 
States  as  he  determines  necessary  to  assist  States  to  plan,  design,  de- 
velop, or  install  and  provide  for  the  security  of,  the  management 
information  systems  referred  to  in  section  403(a)  (3)  (G)  of  this  Act. 
*  *  *  *  *  *  * 

Part  D— Child  Support  and  Establishment  of  Paternity 
Appropriation 

Sec.  451.  For  the  purpose  of  enforcing  the  support  obligations  owed 
by  absent  parents  to  their  children,  locating  absent  parents,  establish- 


165 


ing  paternity,  and  obtaining  child  support,  there  is  hereby  authorized 
to  be  appropriated  for  each  fiscal  year  a  sum  sufficient  to  carry  out  the 
purposes  of  this  part. 

Duties  of  the  Secretary 

Sec.  452.  (a)  The  Secretary  shall  establish,  within  the  Department 
of  Health.  Education,  and  TTelfare  a  separate  organizational  unit, 
under  the  direction  of  a  designee  of  the  Secretary,  who  shall  report 
directly  to  the  Secretary  and  who  shall — 

(1)  establish  such  standards  for  State  programs  for  locating 
absent  parents,  establishing  paternity,  and  obtaining  child  sup- 
port as  he  determines  to  be  necessary  to  assure  that  such  programs 
will  be  effective ; 

(2)  establish  minimum  organizational  and  staffing  requirements 
for  State  units  engaged  in  carrying  out  such  programs  under 
plans  approved  under  this  part ; 

(3)  review  and  approve  State  plans  for  such  programs; 

(4)  evaluate  the  implementation  of  State  programs  established 
pursuant  to  such  plan,  conduct  such  audits  of  State  programs 
established  under  the  plan  approved  under  this  part  as  may  be 
necessary  to  assure  their  conformity  with  the  requirements  of  this 
part,  and,  not  less  often  than  annually,  conduct  a  complete  audit 
of  the  programs  established  under  such  plan  in  each  State  and 
determine  for  the  purposes  of  the  penalty  provision  of  section 
403(h)  whether  the  actual  operation  of  such  programs  in  each 
State  conforms  to  the  requirements  of  this  part ; 

(5)  assist  States  in  establishing  adequate  reporting  procedures 
and  maintain  records  of  the  operations  of  programs  established 
pursuant  to  this  part  in  each  State ; 

(6)  maintain  records  of  all  amounts  collected  and  disbursed 
under  programs  established  pursuant  to  the  provisions  of  this  part 
and  of  the  costs  incurred  in  collecting  such  amounts ; 

(7)  provide  technical  assistance  to  the  States  to  help  them 
establish  effective  systems  for  collecting  child  support  and 
establishing  paternity ; 

(8)  receive  applications  from  States  for  permission  to  utilize 
the  courts  of  the  United  States  to  enforce  court  orders  for  support 
against  absent  parents  and,  upon  a  finding  that  (A)  another  State 
has  not  undertaken  to  enforce  the  court  order  of  the  originating 
State  against  the  absent  parent  within  a  reasonable  time,  and  (B) 
that  utilization  of  the  Federal  courts  is  the  only  reasonable  method 
of  enforcing  such  order,  approve  such  applications: 

(9)  operate  the  Parent  Locator  Service  established  by  section 
453 ;  and 

(10)  not  later  than  three  months  after  the  end  of  each  fiscal 
year,  beginning  with  the  year  1977,  submit  to  the  Congress  a  full 
and  complete  report  on  all  activities  undertaken  pursuant  to  the 
provisions  of  this  part,  which  report  shall  include,  but  not  be 
limited  to,  the  following : 

(A)  total  program  costs  and  collections  set  forth  in 
sufficient  detail  to  show  the  cost  to  the  States  and  the  Federal 
Government,  the  distribution  of  collections  to  families.  State 
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and  local  governmental  units,  and  the  Federal  Government ; 
and  an  identification  of  the  financial  impact  of  the  provi- 
sions of  this  part ; 

(B)  costs  and  staff  associated  with  the  Office  of  Child 
Support  Enforcement ; 

(C)  the  number  of  child  support  cases  in  each  State  during 
each  quarter  of  the  fiscal  year  last  ending  before  the  report  is 
submitted  and  during  each  quarter  of  the  preceding  fiscal  year 
(including  the  transitional  period  beginning  July  1,  1976, 
and  ending  September  30,  1976,  in  the  case  of  the  first  report 
to  which  this  subparagraph  applies),  and  the  disposition  of 
such  cases ; 

(D)  the  status  of  all  State  plans  under  this  part  as  of  the 
end  of  the  fiscal  year  last  ending  before  the  report  is  sub- 
mitted, together  with  an  explanation  of  any  problems  which 
are  delaying  or  preventing  approval  of  State  plans  under  this 
part; 

(E)  data,  by  State,  on  the  use  of  the  Federal  Parent  Locator 
Service,  and  the  number  of  locate  requests  submitted  without 
the  absent  parent's  social  security  account  number; 

(F)  the  number  of  cases,  by  State,  in  which  an  applicant 
for  or  recipient  of  aid  under  a  State  plan  approved  under 
part  A  has  refused  to  cooperate  in  identifying  and  locating 
the  absent  parent  and  the  number  of  cases  in  which  refusal 
so  to  cooperate  is  based  on  good  cause  (as  determined  in 
accordance  with  the  standards  referred  to  in  section  402(a) 
(26)  (B)(ii))5 

(G)  data,  by  State,  on  the  use  of  Federal  courts  and  on 
use  of  the  Internal  Revenue  Service  for  collections,  the  number 
of  court  orders  on  which  collections  were  made,  the  number 
of  paternity  determinations  made  and  the  number  of  parents 
located,  in  sufficient  detail  to  show  the  cost  and  benefits  to  the 
States  and  to  the  Federal  Government ;  and 

(H)  the  major  problems  encountered  which  have  delayed 
or  prevented  implementation  of  the  provisions  of  this  part 
during  the  fiscal  year  last  ending  prior  to  the  submission  of 
such  report. 

(b^  The  Secretary  shall,  upon  the  request  of  anv  State  having  in 
effect  a  State  plan  approved  under  this  part,  certify  the  amount  of  any 
child  supnort  obligation  assigned  to  such  State  (or  undertaken  to  be 
coUeried  hy  such  State  pursuant  to  section  b5f;A6) )  to  the  Secretarv  of 
the  Treasury  for  collection  pursuant  to  the  provisions  of  section  6305 
of  the  Internal  Revenue  Code  of  1954.  No  amount  mav  be  certified  for 
collection  under  this  subsection  except  the  amount  of  the  delinouencv 
under  a  court  order  for  support  and  upon  a  showing  bv  the  State  that 
such  State  has  made  diligent  and  reasonable  efforts  to  collect  such 
amounts  utilizing  its  own  collection  mechanisms,  and  upon  an  agree- 
ment.  that  the  State  will  reimburse  the  TTnited  States  for  anv  costs 
involved  in  makincr  the  collection.  The  Secretarv  after  consultation 
wi^h  the  Secretarv  of  the  Treasurv  mav.  bv  regulation.  establich  cri- 
teria for  accepting-  amounts  for  collection  and  for  malnno-  certifica- 
tion under  tips  su^seetion  iticludin<r  irrmosing"  such  limitations  on 
the  freouencv  of  making  such  certifications  under  this  subsection. 
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(c)  (1)  There  is  hereby  established  in  the  Treasury  a  revolving  fund 
which  shall  be  available  to  the  Secretary  without  fiscal  year  limitation, 
to  enable  him  to  pay  to  the  States  for  distribution  in  accordance  with 
the  provisions  of  section  457  such  amounts  as  may  be  collected  and  paid 
(subject  to  paragraph  (-2))  into  such  fund  under  section  6305  of  the 
Internal  Revenue  Code  of  1954. 

(2)  There  is  hereby  appropriated  to  the  fund,  out  of  any  moneys 
in  the  Treasury  not  otherwise  appropriated,  amounts  equal  to  the 
amounts  collected  under  section  6305  of  the  Internal  Revenue  Code 
of  1954,  reduced  by  the  amounts  credited  or  refunded  as  overpay- 
ments of  the  amounts  so  collected.  The  amounts  appropriated  by 
the  preceding  section  shall  be  transferred  at  least  quarterly  from 
the  general  fund  of  the  Treasury  to  the  fund  on  the  basis  of  esti- 
mates made  by  the  Secretary  of  the  Treasury.  Proper  adiustments 
shall  be  made  in  the  amounts  subsequently  transferred  to  the  extent 
prior  estimates  were  in  excess  of  or  less  than  the  amounts  required  to 
be  transferred. 

(d)  (1)  The  Secretary  shall  not  approve  the  initial  and  annually 
updated  advance  automatic  data  processing  planning  document,  re- 
ferred to  in  section  454  (16)  •  unless  he  finds  that  such  document,  when 
implemented,  will  generally  carry  out  the  objectives  of  the  manage- 
ment si/ste?n  referred  to  in  such  subsection,  and  such  document — 

(A)  pro-vide s  for  the  conduct  of,  and  rejects  the  remits  of,  re- 
quirements analysis  studies,  which  include  consideration  of  the 
proqram.  mission,  functions,  organization,  services,  constraints, 
and  current  support,  of,  in,  or  relating  to,  such  system, 

( B )  contains  a  description  of  the  proposed  management  system 
referred  to  in  section  455(a)  (3),  including  a  description  of  infor- 
mation flows,  input  data,  and  output  reports  and  uses, 

(C)  sets  forth  the  security  and  interface  requirements  to  be 
employed  in  such  management  system, 

(D)  describes  the  projected  resource  requirements  for  staff  and 
other  needs,  and  the  resources  available  or  expected  to  be  available 
to  meet  such  requirements, 

(E)  contains  an  implementation  plan  and  backup  proced ures  to 
handle  possible  failures. 

(F)  contains  a  summary  of  proposed  im  provement  of  such  man- 
agement system  in  terms  of  qualitative  and  quantitative  benefits, 
and 

(G)  provides  such  other  information  as  the  Secretary  deter- 
mines under  regulation  is  necessary. 

(2)  (A)  The  Secretary  shall  through  the  separate  organizational 
unit  established  pursuant  to  subsection  (a),  on  a  continuing  basis,  re- 
view, assess,  and  inspect  the  planning,  design,  and  operation  of.  man- 
agement information  systems  referred  to  in  section  455(a)  (S),  with  a 
view  to  determining  whether,  and  to  what  extent,  such  systems  meet 
and  continue  to  meet  requirements  imposed  under  section  468(d)  (1) 
and  the  conditions  specified  under  section  454  {16). 

(B)  If  the  Secretary  finds  with  respect  to  any  statewide  manage- 
ment information  si/stem  referred  to  in  section  455(a)  (3)  that  then- 
is  a  failure  substantially  to  comply  with  criteria,  requirements,  and 
other  undertakings,  prescribed  by  the  advance  automatic  data  process- 
ing planning  document  theretofore  approved  by  the  Secretary  wdh 
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respect  to  such  system,  then  the  Secretary  shall  suspend  his  approval 
of  such  document  until  there  is  no  longer  any  such  failure  of  such  sys- 
tem to  comply  with  such  criteria,  requirements,  and  other  undertakings 
so  prescribed. 

(e)  The  Secretary  shall  provide  such  technical  assistance  to  States 
as  he  determines  necessary  to  assist  States  to  plan,  design,  develop,  or 
install  and  provide  for  the  security  of,  the  management  information 
system  referred  to  in  section  455(a)  (3)  of  this  Act. 

*  *  *  *  *  *  * 

State  Plan  for  Child  Support 

Sec.  454.  A  State  plan  for  child  support  must — 

(1)  provide  that  it  shall  be  in  effect  in  all  political  subdivisions 
of  the  State  ; 

(2)  provide  for  financial  participation  by  the  State; 

(3)  provide  for  the  establishment  or  designation  of  a  single 
and  separate  organizational  unit,  which  meets  such  staffing  and 
organizational  requirements  as  the  Secretary  may  by  regulation 
prescribe,  within  the  State  to  administer  the  plan ; 

(4)  provide  that  such  State  will  undertake — 

(A)  in  the  case  of  a  child  born  out  of  wedlock  with  respect 
to  whom  an  assignment  under  section  402(a)  (26)  of  this  title 
is  effective,  to  establish  the  paternity  of  such  child  unless  the 
agency  administering  the  plan  of  the  State  under  part  A  of 
this  title  determines  in  accordance  with  the  standards  pre- 
scribed by  the  Secretary  pursuant  to  section  402(a)  (26)  (B) 
that  it  is  against  the  best  interests  of  the  child  to  do  so,  and 

(B)  in  the  case  of  any  child  with  respect  to  whom  such 
assignment  is  effective,  to  secure  support  for  such  child 
from  his  parent  (or  from  any  other  person  legally  liable  for 
such  support),  utilizing  any  reciprocal  arrangements  adopted 
with  other  States  (unless  the  agency  administering  the  plan 
of  the  State  under  part  A  of  this  title  determines  in  accord- 
ance with  the  standards  prescribed  by  the  Secretary  pursuant 
to  section  402(a)  (26)  (B)  that  it  is  against  the  best  interests 
of  the  child  to  do  so),  except  that  when  such  arrangements 
and  other  means  have  proven  ineffective,  the  State  may  utilize 
the  Federal  courts  to  obtain  or  enforce  court  orders  for 
support. ; 

(5)  provide  that,  in  any  case  in  which  child  support  payments 
are  collected  for  a  child  with  respect  to  whom  an  assignment  under 
section  402(a)  (26)  is  effective,  such  payments  shall  be  made  to 
the  State  for  distribution  pursuant  to  section  457  and  shall  not  be 
paid  directly  to  the  family  except  that  this  paragraph  shall  not 
apply  to  such  payments  (except  as  provided  in  section  457 (c) )  for 
any  month  in  which  the  amount  collected  is  sufficient  to  make  such 
family  ineligible  for  assistance  under  the  State  plan  approved 
under  part  A ; 

(6)  provide  that  (A)  the  child  support  collection  or  paternity 
determination  services  established  under  the  plan  shall  be  made 
available  to  any  individual  not  otherwise  eligible  for  such  services 
upon  application  filed  by  such  individual  with  the  State,  (B)  an 
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application  fee  for  furnishing  such  services  may  be  imposed,  ex- 
cept that  the  amount  of  any  such  application  fee  shall  be  reason- 
able, as  determined  under  regulations  of  the  Secretary,  and  (C) 
any  costs  in  excess  of  the  fee  so  imposed  may  be  collected  from 
such  individual  by  deducting  such  costs  from  the  amount  of  any 
recovery  made ; 

(7)  provide  for  entering  into  cooperative  arrangements  with 
appropriate  courts  and  law  enforcement  officials  (A)  to  assist  the 
agency  administering  the  plan,  including  the  entering  into  of  fi- 
nancial arrangements  with  such  courts  and  officials  in  order  to 
assure  optimum  results  under  such  program,  and  (B)  with  respect 
to  any  other  matters  of  common  concern  to  such  courts  or  officials 
and  the  agency  administering  the  plan ; 

(8)  provide  that  the  agency  administering  the  plan  will  estab- 
lish a  service  to  locate  absent  parents  utilizing — 

(A)  all  sources  of  information  and  available  records,  and 

(B)  the  Parent  Locator  Service  in  the  Department  of 
Health,  Education,  and  Welfare ; 

(9)  provide  that  the  State  will,  in  accordance  with  standards 
prescribed  by  the  Secretary,  cooperative  with  any  other  State — 

(A)  in  establishing  paternity,  if  necessary, 

(B)  in  locating  an  absent  parent  residing  in  the  State 
(whether  or  not  permanently)  against  whom  any  action  is 
being  taken  under  a  program  established  under  a  plan  ap- 
proved under  this  part  in  another  State, 

(C)  in  securing  compliance  by  an  absent  parent  residing 
in  such  State  (whether  or  not  permanently)  with  an  order 
issued  by  a  court  of  competent  jurisdiction  against  such 
parent  for  the  support  and  maintenance  of  a  child  or  chil- 
dren of  such  parent  with  respect  to  whom  aid  is  being  pro- 
vided under  the  plans  of  such  other  State,  and 

(D)  in  carrying  out  other  functions  required  under  a  plan 
approved  under  this  part ; 

(10)  provide  that  the  State  will  maintain  a  full  record  of 
collections  and  disbursements  made  under  the  plan  and  have  an 
adequate  reporting  system ; 

(11)  provide  that  amounts  collected  as  child  support  shall  be 
distributed  as  provided  in  section  457 ; 

(12)  provide  that  any  payment  required  to  be  made  under 
section  456  or  457  to  a  family  shall  be  made  to  the  resident  parent, 
legal  guardian,  or  caretaker  relative  having  custody  of  or  respon- 
sibility for  the  child  or  children ; 

(13)  provide  that  the  State  will  comply  with  such  other  re- 
quirements and  standards  as  the  Secretary  determines  to  be 
necessary  to  the  establishment  of  an  effective  program  for  locat- 
ing absent  parents,  establishing  paternity,  obtaining  support 
orders,  and  collecting  support  payments ; 

(14)  comply  with  such  bonding  requirements,  for  employees 
who  receive,  disburse,  handle,  or  have  access  to.  cash,  as  the  Sec- 
retary shall  by  regulations  prescribe ;  [and] 

(15)  maintain  methods  of  administration  which  are  designed 
to  assure  that  persons  responsible  for  handling  cash  receipts  shall 
not  participate  in  accounting  or  operating  functions  which  would 
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permit  them  to  conceal  in  the  accounting  records  the  misuse  of 
cash  receipts  (except  that  the  Secretary  shall  by  regulations  pro- 
vide for  exceptions  to  this  requirement  in  the  case  of  sparsely  pop- 
ulated areas  where  the  hiring  of  unreasonable  additional  staff 
would  otherwise  be  necessary)  [J;  and 

(16)  provide,  at  the  option  of  the  State,  for  the  establishment, 
in  accordance  with  an  (initial  and  annually  updated)  ad/oance 
automatic  data  processing  planning  document  approved  under 
section  Jf£2(d)  of  an  automatic  data  processing  and  information 
retrieval  system  designed  effectively  and  efficiently  to  assist  man- 
age?nent  in  the  administration  of  the  /State  plan,  in  the  State  and 
localities  thereof,  so  as  (A)  to  control,  account  for,  and  monitor 
(i)  all  the  factors  in  the  child  support  enforcement  collection  and 
paternity  determination  process  under  such  plan  (including,  but 
not  limited  to,  (I)  identifiable  correlation  factors  (such  as  social 
security  numbers,  names,  dates  of  birth,  home  addresses  and  mail- 
ing addresses  (including  postal  ZIP  codes)  of  any  individual  with 
respect  to  whom  child  support  obligations  are  sought  to  be  estab- 
lished or  enforced  and  ivith  respect  to  any  person  to  whom  such 
support  obligations  are  owing)  to  assure  sufficient  compatibility 
among  the  systems  of  different  jurisdictions  to  permit  periodic 
screening  to  determine  whether  such  individual  is  paying  or  is 
obligated  to  pay  child  support  in  more  than  one  jurisdiction,  (II) 
checking  of  records  of  such  individuals  on  a  periodic  basis  with 
Federal,  intra-  and  inter-State,  and  local  agencies,  (III)  main- 
taining the  data  necessary  to  meet  the  Federal  reporting  require- 
ments on  a  timely  basis,  and  (IV)  delinquency  and  enforcement 
activities),  (ii)  the  collection  and  distribution  of  support  pay- 
ments (both  intra-  and  inter- St  ate) ,  the  determination,  collection 
and  distribution,  of  incentive  payments  both  inter-  and  intra- 
state, and  the  maintenance  of  accounts  receivable  on  all  amounts 
owed,  collected  and  distributed,  and  (Hi)  the  costs  of  all  services 
rendered,  either  directly  or  by  interfacing  with  State  financial 
management  and  expenditure  information,  (B)  to  provide  inter- 
face with  records  of  the  State's  aid  to  families  with  dependent 
children  program,  in  order  to  determine  if  a  collection  of  a  support 
payment  causes  a  change  affecting  eligibility  for  or  the  amount 
of  aid  under  such  program,  (0)  to  provide  for  security  against 
unauthorized  access  to,  or  use  of,  the  data  in  such  system,  and 
(D)  to  provide  management  information  on  all  cases  under  the 
State  plan  from  initial  referral  or  application  through  collection 
and  enforcement. 

Payments  to  States 

Sec.  455.  (a)  From  the  sums  appropriated  therefor,  the  Secretary 
shall  pay  to  each  State  for  each  quarter,  beginning  with  the  quarter 
commencing  July  1, 1975,  an  amount— 

(1)  equal  to  75  percent  of  the  total  amounts  expended  by  such 
State  during  such  quarter  for  the  operation  of  the  plan  approved 
under  section  454,  [and] 

(2)  equal  to  50  percent  of  the  total  amounts  expended  by  such 
State  during  such  quarter  for  the  operation  of  a  plan  which  meets 
the  conditions  of  section  454  except  as  is  provided  by  a  waiver 
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by  the  Secretary  which  is  granted  pursuant  to  specific  authority 
set  forth  in  the  law ;  and 

(3)  equal  to  90  percent  (rather  than  the  percent  specified  in 
clause  (1)  or  (2)  of  so  much  of  the  sums  expended  during  such 
quarter  as  are  attributable  to  the  planning,  design,  development, 
installation  or  enhancement  of  an  automatic  data  processing  and 
information  retrieval  system  which  the  Secretary  finds  meets  the 
requirements  specified  in  section-  4^4  (16 )  > 
except  that  no  amount  shall  be  paid  to  any  State  on  account  of  furnish- 
ing child  support  collection  or  paternity  determination  services  (other 
than  the  parent  locator  services)  to  individuals  under  section  454(6) 
during  any  period  beginning  after  September  30, 1978. 

(b)  (1)  Prior  to  the  beginning  of  each  quarter,  the  Secretary  shall 
estimate  the  amount  to  which  a  State  will  be  entitled  under  subsection 
(a)  for  such  quarter,  such  estimates  to  be  based  on  (A)  a  report  filed 
by  the  State  containing  its  estimate  of  the  total  sum  to  be  expended 
in  such  quarter  in  accordance  with  the  provisions  of  such  subsection, 
and  stating  the  amount  appropriated  or  made  available  by  the  State 
and  its  political  subdivisions  for  such  expenditures  in  such  quarter, 
and  if  such  amount  is  less  than  the  State's  proportionate  share  of  the 
total  sum  of  such  estimated  expenditures,  the  source  or  sources  from 
which  the  difference  is  expected  to  be  derived,  and  (B)  such  other 
investigation  as  the  Secretary  may  find  necessary. 

(2)  [The]  Subject  to  subsection  (d),  the  Secretary  shall  then  pay, 
in  such  installments  as  he  may  determine,  to  the  State  the  amount  so 
estimated,  reduced  or  increased  to  the  extent  of  any  overpayment  or 
underpayment  which  the  Secretary  determines  was  made  under  this 
section  to  such  State  for  any  prior  quarter  and  with  respect  to  which 
adjustment  has  not  already  been  made  under  this  subsection. 

(3)  Upon  the  making  of  any  estimate  by  the  Secretary  under  this 
subsection,  any  appropriations  available  for  payments  under  this  sec- 
tion shall  be  deemed  obligated. 

(c)  (1)  Subject  to  paragraph  (2),  there  shall  be  included,  in  de- 
termining amounts  expended  by  a  State  during  any  quarter  (begin- 
ning with  the  quarter  which  commences  January  1,  1980)  for  the 
operation  of  the  plan  approved  under  section  15 If,  so  much  of  the 
expenditures  of  courts  (including,  but  not  limited  to,  expenditures  for 
or  in  connection  with  judges,  or  other  individuals  making  judicial 
determinations,  and  other  support  and  administrative  personnel)  of 
zhzch  state  (or  political  subdivisions  thereof)  as  are  attributable  to  the 
performance  of  services  which  are  directly  related  to,  and  clearly 
identifiab  le  with ,  the  operation  of  such  plan. 

(2)  The  aggregate  amount  of  the  expenditures  which  are  included 
pursuant  to  paragraph  (1)  for  the  quarters  in  any  calendar  year  shall 
be  reduced  (but  not  below  zero)  by  the  total  amount  of  expenditures 
described  in  paragraph  (1)  which  were  made  by  the  State  for  the 
twelve-month  period  beginning  J anuary  1, 1978. 

(3)  So  much  of  the  payment  to  a  State  under  subsection  (a)  for 
any  quarter  as  is  payable  by  reason  of  the  provisions  of  this  subsection 
may,  if  the  law  (or  procedures  established  thereunder)  of  the  State 
so  'provides,  be  made  directly  to  the  courts  of  the  State  (or  P°J^cnl 
subdivisions  thereof)  furnishing  the  services  on  accoui\t  of  which  the 
payment  is  payable. 
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(d)  Notwithstanding  any  other  provisions  of  law,  no  amount  shall 
be  paid  to  any  State  under  this  section  for  the  quarter  commencing 
July  1,  1980,  or  for  any  succeeding  quarter,  prior  to  the  close  of  such 
quarter,  unless  for  the  period  consisting  of  all  pnior  quarters  for 
tvhich  payment  is  authorized  to  be  made  to  such  State  under  subsec- 
tion (a),  there  shall  have  been  submitted  by  the  State  to  the  Secre- 
tary with  respect  to  each  quarter  -in  such  period  (other  than  the  last 
two  quarters  in  such  period) ,  a  full  and  complete  report  (in  such  form 
and  manner  and  containing  such  information  as  the  Secretar-y  shall 
prescribe  or  require)  as  to  the  amount  of  child  support  collected  and 
disbursed  and  all  expenditures  with  respect  to  which  payment  is  au- 
thorized under  subsection  (a). 

Support  Obligations 

Sec,  456.  (a)  The  support  rights  assigned  to  the  State  under  section 
402(a)  (26)  shall  constitute  an  obligation  owed  to  such  State  by  the 
individual  responsible  for  providing  such  support.  Such  obligation 
shall  be  deemed  for  collection  purposes  to  be  collectible  under  all  ap- 
plicable State  and  local  processes. 

( 1 )  The  amount  of  such  obligation  shall  be — 

(A)  the  amount  specified  in  a  court  order  which  covers 
the  asigned  suport  rights,  or 

(B)  if  there  is  no  court  order,  an  amount  determined  by 
the  State  in  accordance  with  a  formula  approved  by  the 
Secretary,  and 

(2)  Any  amounts  collected  from  an  absent  parent  under  the 
plan  shall  reduce,  dollar  for  dollar,  the  amount  of  his  obligation 
under  paragraphs  (1)(A)  and  (B). 

(b)  A  debt  which  is  a  child  support  obligation  assigned  to  a  State 
under  section  402(a)  (26)  is  not  released  by  a  discharge  in  bankruptcy 
under  the  Bankruptcy  Act. 

*  *  *  *  *  •  * 

Access  to  Wage  Information 

Sec.  463.  (a)  Notwithstanding  any  other  provision  of  law,  the  Sec~ 
retary  shall  make  available  to  any  State  (or  political  subdivision 
thereof)  wage  information  (other  than  returns  or  return  information 
as  defined  in  section  6103(b)  of  the  Inter-nal  Revenue  Code  of  195 h), 
including  amounts  earned,  period  for  which  it  is  reported,  and  name 
and  address  of  employer,  with  respect  to  an  individual,  contained  in 
the  records  of  the  Social  Security  Administration,  which  is  necessary 
for  purposes  of  establishing,  determining  tlie  amount  of,  or  enforcing, 
such  individual's  child  support  obligations  which  the  State  has  under- 
taken to  enforce  pursuant  to  a  State  plan  described  in  section  454 
ivhich  lias  been  approved  by  the  Secretary  under  this  part,  and  which 
information  is  specifically  requested  by  such  State  or  political  subdi- 
vision for  such  purposes. 

(b)  The  Secretary  shall  establish  such  safeguards  as  are  necessary 
(as  determined  by  the  Secretary  under  regulations)  to  insure  that 
information,  made  available  under  the  provisions  of  this  section  is 
only  for  the  purposes  authorized  by  this  section. 

(c)  For  disclosure  of  return  information  (as  defined  in  section  6103 
(b)  of  the  Internal  Revenue  Code  of  1954)  contained  in  the  records 
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of  the  Social  Security  Administration  for  purposes  described  in  p 
graph  (a) .  see  section  610-3(1 )  (7)  of  such  Code. 

*  *  *  *  *  *  • 

TITLE  XI— GENERAL  PROVISIONS  AND  PROFESSIONAL 
STANDARDS  REVIEW 

Adjustment  of  Retroactive  Benefit  Under  Title  II  on  Account  of 
Supplemental  Security  Income  Benefits 

Sec,  1132.  Xot  withstanding  any  other  provision  of  this  Act.  in  any 
case  where  an  individual — 

(1)  makes  application  for  benefits  under  title  II  and  is  subse- 
quently determined  to  be  entitled  to  those  benefits,  and 

(2)  was  an  individual  with  respect  to  whom  supplemental  se- 
curity income  benefits  were  paid  under  title  XVI  (including 
State  supplementary  payments  which  were  made  under  an  agree- 
ment pursuant  to  section  1616 [a)  or  an  administration  agreement 
under  section  212  of  Public  Law  93-66)  for  one  or  more  months 
during  the  period  beginning  with  the  first  month  for  which  a 
benefit  described  in  paragraph  (1)  is  payable  and  ending  with 
the  -month  before  the  first  month  in  which  such  benefit  is  paid 
pursuant  to  the  application  referred  to  in  paragraph  (1). 

the  benefits  (described  in  paragraph  (1))  which  are  otherwise  retro- 
actively payable  to  such  individual  for  'months  in  the  period  described 
in  paragraph  (2)  shall  be  reduced  by  an  amount  equal  to  so  much  of 
such  supplemental  security  income  benefits  [  including  State  supple- 
mentary payments,  described  in  paragraph  {2)  for  such  months  or- 
months  as  would  not  have  been  paid  with  respect  to  such  individual 
or  his  eligible  spouse  if  the  individual  had  received  the  benefits  under 
title  II  at  the  tunes  they  were  regularly  due  during  such  period  rather 
than  retroactively :  and  from  the  amount  or  such  reduction  the  Secre- 
tary shall  reimburse  the  State  on  behalf  of  which  such  supplementary 
payments  were  made  for  the  amount  (if  any)  by  which  such  State'* 
expenditures  on  account  of  such  supplementary  payments  for  the 
period  involved  exceeded  the  expenditures  which  the  State  would 
have  'made  (for  such  period)  if  the  individual  had  received  the  bene- 
fits under  title  II  at  the  times  they  were  regularly  due  during  such 
period  rather  than  retroactively.  An  amount  equal  to  the  portion  of 
such  reduction  remaining  after  reimbursement  cf  the  State  under  the 
preceding  sentence  shall  be  covered  into  the  general  fund  of  the 
Treasury. 

*  »  •  •  *  •  • 

TITLE  XVI — SUPPLEMENTAL  SECURITY  INCOME  EOR 
THE  AGED.  BLIND.  AND  DISABLED 

Basic  Eligibility  for  Benefits 

Section  1602.  Every  acred,  blind,  or  disabled  individual  who  is  deter- 
mined under  part  A  to  be  eligible  on  the  basis  of  his  income  and 
resources  shall,  in  accordance  with  and  subject  to  the  provisions  of 
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this  title,  be  paid  benefits  by  the  Secretary  of  Health,  Education,  and 
Welfare. 

Part  A— Determination  of  Benefits 
Eligibility  for  and  Amount  of  Benefits 
Definition  of  Eligible  Individual 

Sec.  1611.  (a)  (1)  Each  aged,  blind,  or  disabled  individual  who  does 
not  have  an  eligible  spouse  and — 

(A)  whose  income,  other  than  income  excluded  pursuant  to 
section  1612(b) ,  is  at  a  rate  of  not  more  than  $1,752  (or,  if  greater, 
the  amount  determined  under  section  1617) 1  for  the  calendar  year 
1974  or  any  calendar  year  thereafter,  and 

(B)  whose  resources,  other  than  resources  excluded  pursuant 
to  section  1613(a),  are  not  more  than  (i)  in  case  such  individual 
has  a  spouse  with  whom  he  is  living,  $2,250,  or  (ii)  in  case  such 
individual  has  no  spouse  with  whom  he  is  living  $1,500, 

shall  be  an  eligible  individual  for  purposes  of  this  title. 

(2)  Each  aged,  blind,  or  disabled  individual  who  has  an  eligible 
spouse  and — 

(A)  whose  income  (together  with  the  income  of  such  spouse), 
other  than  income  excluded  pursuant  to  section  1612(b),  is  at  a 
rate  of  not  more  than  $2,628  (or,  if  greater,  the  amount  deter- 
mined under  section  1617) 1  for  the  calendar  year  1974,  or  any 
calendar  year  thereafter,  and 

(B)  whose  resources  (together  with  the  resources  of  such 
spouse),  other  than  resources  excluded  pursuant  to  section  1613 
(a) ,  are  not  more  than  $2,250, 

shall  be  an  eligible  individual  for  purposes  of  this  title. 

Amounts  of  Benefits 

(b)  (1)  The  benefit  under  this  title  for  an  individual  who  does  not 
have  an  eligible  spouse  shall  be  payable  at  the  rate  of  $1,752  (or,  if 
greater,  the  amount  determined  under  section  1617)  1  for  the  calendar 
year  1974  and  any  calendar  year  thereafter,  reduced  by  the  amount 
of  income,  not  excluded  pursuant  to  section  1612(b),  of  such 
individual. 

(2)  The  benefit  under  this  title  for  an  individual  who  has  an 
eligible  spouse  shall  be  payable  at  the  rate  of  $2,628  (or,  if  greater,  the 
amount  determined  under  section  1617)  for  the  calendar  vear  1974  and 
any  calendar  year  thereafter,  reduced  by  the  amount  of  income,  not 
excluded  pursuant  to  section  1612(b),  of  such  individual  and  spouse. 

Period  for  Determination  of  Benefits 

(c)  (1)  An  individual's  eligibility  for  benefits  under  this  title  and 
the  amount  of  such  benefits  shall  be  determined  for  each  quarter  of  a 
calendar  year  except  that,  if  the  initial  application  for  benefits  is  filed 
in  the  second  or  third  month  of  a  calendar  quarter,  such  determina- 
tions shall  be  made  for  each  month  in  such  quarter.  Eligibility  for  and 
the  amount  of  such  benefits  for  any  Quarter  shall  be  redetermined  at 
such  time  or  times  as  may  be  provided  by  the  Secretary. 
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(2)  For  purposes  of  this  subsection  an  application  shall  be  con- 
sidered to  be  effective  as  of  the  first  day  of  the  month  in  which  it  was 
actually  filed. 

Special  Limits  on  Gross  Income 

(d)  The  Secretary  may  prescribe  the  circumstances  under  which, 
consistently  with  the  purposes  of  this  title,  the  gross  income  from  a 
trade  or  business  (including  farming)  will  be  considered  sufficiently 
large  to  make  an  individual  ineligible  for  benefits  under  this  title.  For 
purposes  of  this  subsection,  the  term  "gross  income"  has  the  same 
meaning  as  when  used  in  chapter  1  of  the  Internal  Revenue  Code  of 
1954. 

Limitation  on  Eligibility  of  Certain  Individuals 

(e)  (1)  (A)  Except  as  provided  in  subparagraph  (B)  and  (C),  no 
person  shall  be  an  eligible  individual  or  eligible  spouse  for  purposes 
of  this  title  with  respect  to  any  month  if  throughout  such  month  he  is 
an  inmate  of  a  public  institution. 

(B)  In  any  case  where  an  eligible  individual  or  his  eligible  spouse 
(if  any)  is,  throughout  any  month,  in  a  hospital,  extended  care 
facility,  nursing  home,  or  intermediate  care  facility  receiving  pay- 
ments (with  respect  to  such  individual  or  spouse)  under  a  State  plan 
approved  under  title  XIX,  the  benefit  under  this  title  for  such  indi- 
vidual for  such  month  shall  be  payable — 

(i)  at  a  rate  not  in  excess  of  $300  per  year  (reduced  by  the 
amount  of  any  income  not  excluded  pursuant  to  section  1612(b) ) 
in  the  case  of  an  individual  who  does  not  have  an  eligible  spouse ; 

(ii)  in  the  case  of  an  individual  who  has  an  eligible  spouse,  if 
only  one  of  them  is  in  such  a  hospital,  home  or  facility  through- 
out such  month,  at  a  rate  not  in  excess  of  the  sum  of — 

(I)  the  rate  of  $300  per  year  (reduced  by  the  amount  of 
any  income,  not  excluded  pursuant  to  section  1612(b),  of  the 
one  who  is  in  such  hospital,  home,  or  facility) ,  and 

(II)  the  applicable  rate  specified  in  section  (b)  (1) 
(reduced  by  the  amount  of  any  income,  not  excluded  pur- 
suant to  section  1612  (b) ,  of  the  other)  ;  and 

(iii)  at  a  rate  not  in  excess  of  $600  per  year  (reduced  by  the 
amount  of  any  income  not  excluded  pursuant  to  section  1612(b) ) 
in  the  case  of  an  individual  who  has  an  eligible  spouse,  if  both  of 
them  are  in  such  a  hospital,  home,  or  facility  throughout  such 
month. 

(C)  As  used  in  subparagraph  (A),  the  term  "public  institution" 
does  not  include  a  publicly  operated  community  residence  which  serves 
no  more  than  16  residents. 

(2)  No  person  shall  be  an  eligible  individual  or  eligible  spouse  for 
purposes  of  this  title  if.  after  notice  to  such  person  by  the  Secre- 
tary that  it  is  likely  that  such  person  is  eligible  for  any  payments  of 
the  type  enumerated  in  section  1612(a)  (2)  (B),  such  person  fails 
within  30  davs  to  takp  all  appropriate  steps  to  apply  for  and  (if 
elknble^  obtain  any  such  payments. 

(3)  (A)  No  person  who  is  an  a^ed,  blind,  or  disabled  individual 
solely  bv  reason  of  disability  (as  determined  under  spctiou  1614(a) 
(3))  shall  be  an  eligible  individual  or  eligible  spouse  for  purposes  of 
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this  title  with  respect  to  any  month  if  such  individual  is  medically 
determined  to  be  a  drug  addict  or  an  alcoholic  unless  such  individual 
is  undergoing  any  treatment  that  may  be  appropriate  for  his  condition 
as  a  drug  addict  or  alcoholic  (as  the  case  may  be)  at  an  institution 
or  facility  approve  for  purposes  of  this  paragraph  by  the  Secretary 
(so  long  as  such  treatment  is  available)  and  demonstrates  that  he  is 
complying  with  the  terms,  conditions,  and  requirements  of  such  treat- 
ment and  with  requirements  imposed  by  the  Secretary  under  subpara- 
graph (B). 

(B)  The  Secretary  shall  provide  for  the  monitoring  and  testing 
of  all  individuals  who  are  receiving  benefits  under  this  title  and  who 
as  a  condition  of  such  benefits  are  required  to  be  undergoing  treatment 
and  complying  with  the  terms,  conditions,  and  requirements  thereof 
as  described  in  subparagraph  (A),  in  order  to  assure  such  compliance 
and  to  determine  the  extent  to  which  the  imposition  of  such  require- 
ment is  contributing  to  the  achievement  of  the  purposes  of  this  title. 
The  Secretary  shall  annually  submit  to  the  Congress  a  full  and  com- 
plete report  on  his  activities  under  this  paragraph. 

(4)  No  benefit  shall  be  payable  under  this  title,  except  as  provided 
in  section  1619,  with  respect  to  an  eligible  individual  or  his  eligible 
spouse  who  is  an  aged,  blind,  or  disabled  individual  solely  by  applica- 
tion of  section  1614(a)  (3)  (F)  for  any  month  in  which  he  engages  in 
substantial  gainful  activity  during  the  fifteen-month  period  following 
the  end  of  his  trial  work  period  determined  by  application  of  section 
16U(a)  (4)(D)(i). 

Suspension  of  Payments  to  Individuals  Who  Are  Outside  the  United  States 

(f)  Notwithstanding  any  other  provision  of  this  title,  no  indi- 
vidual shall  be  considered  an  eligible  individual  for  purposes  of  this 
title  for  any  month  during  all  of  which  such  individual  is  outside  the 
United  States  (and  no  person  shall  be  considered  the  eligible  spouse 
of  an  individual  for  purposes  of  this  title  with  respect  to  any  month 
during  all  of  which  such  person  is  outside  the  United  States) .  For  pur- 
poses of  the  preceding  sentence,  after  an  individual  has  been  outside 
the  United  States  for  any  period  of  30  consecutive  days,  he  shall  be 
treated  as  remaining  outside  the  United  States  until  he  has  been  in 
the  United  States  for  a  period  of  30  consecutive  days. 

Certain  Individuals  Deemed  To  Meet  Resources  Test 

(g)  In  the  case  of  any  individual  or  any  individual  and  his  spouse 
(as  the  case  may  be)  who — 

(1)  received  aid  or  assistance  for  December  1973  under  a  plan 
of  a  State  approved  under  title  I,  X,  XIV,  or  XVI, 

(2)  has,  since  December  31,  1973,  continuously  resided  in  the 
State  under  the  plan  of  which  he  or  they  received  such  aid  or  as- 
sistance for  December  1973,  and 

(3)  has,  since  December  31, 1973,  continuously  been  (except  for 
periods  not  in  excess  of  six  consecutive  months)  an  eligible  indi- 
vidual or  eligible  spouse  with  respect  to  whom  supplemental  secu- 
rity income  benefits  are  payable, 

the  resources  of  such  individual  or  such  individual  and  his  spouse  (as 
the  case  may  be)  shall  be  deemed  not  to  exceed  the  amount  specified  in 
sections  1611(a)  (1)  (B)  and  1611(a)  (2)  (B)  during  any  period  that 
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the  resources  of  such  individual  or  individual  and  his  spouse  (as  the 
case  may  be)  does  not  exceed  the  maximum  amount  of  resources  speci- 
fied in  the  State  plan,  as  in  effect  for  October  1972,  under  which  he  or 
they  received  such  aid  or  assistance  for  December  1973. 

Certain  Individuals  Deemed  To  Meet  Income  Test 

(h)  In  determining  eligibility  for,  and  the  amount  of,  benefits  pay- 
able under  this  section  in  the  case  of  any  individual  or  any  individual 
with  his  spouse  (as  the  case  may  be)  who — 

(1)  receved  aid  or  assistance  for  December  1973  under  a  plan 
of  a  State  approved  under  title  X  or  XVI, 

(2)  is  blind  under  the  definition  of  that  term  in  the  plan,  as  in 
effect  for  October  1972,  under  which  he  or  they  received  such  aid 
or  assistance  for  December  1973, 

(3)  has,  since  December  31,  1973,  continuously  resided  in  the 
State  under  the  plan  of  which  he  or  they  received  such  aid  or 
assistance  for  December  1973,  and 

(4)  has,  since  December  31, 1973,  continuously  been  (except  for 
periods  not  in  excess  of  six  consecutive  months)  an  eligible  indi- 
vidual or  an  eligible  spouse  with  respect  to  whom  supplemental 
security  income  benefits  are  payable, 

there  shall  be  disregarded  an  amount  equal  to  the  greater  of  (A)  the 
maximum  amount  of  any  earned  or  unearned  income  which  could  have 
been  disregarded  under  the  State  plan,  as  in  effect  for  October  1972, 
under  which  he  or  they  received  such  aid  or  assistance  for  December 
1973,  and  (B)  the  amount  which  would  be  required  to  be  disregarded 
under  section  1612  without  application  of  this  subsection. 

Income 

Meaning  of  Income 

Sec.  1612.  (a)  For  purposes  of  this  title  income  means  both  earned 
income  and  unearned  income ;  and — 

(1)  earned  income  means  only — 

(A)  wages  as  determined  under  section  203(f)(5)(C); 
[and] 

(B)  net  earnings  from  self -employment,  as  defined  in  sec- 
tion 211  (without  the  application  of  the  second  and  third 
sentences  following  subsection  (a)  (10),  and  the  last  para- 
graph of  subsection  (a)),  including  earnings  for  services 
described  in  paragraphs  (4),  (5),  and  (6)  of  subsection  (c)  ; 
and 

(C)  remuneration  received  for  services  performed  in  a 
sheltered  ivorkshop  or  work  activities  center;^  and 

(2)  unearned  income  means  all  other  income,  including — 

(A)  support  and  maintenance  furnished  in  cash  or  kind; 
except  that  (i)  in  the  case  of  any  individual  (and  his  eligible 
spouse,  of  any)  living  in  another  person's  household  and 
receiving  support  and  maintenance  in  kind  from  such  person, 
the  dollar  amounts  otherwise  applicable  to  such  individual 
(and  spouse)  as  specified  in  subsections  (a)  and  (b)  of  sec- 
tion 1611  shall  be  reduced  by  33V3  percent  in  lieu  of  includ- 
ing such  support  and  maintenance  in  the  unearned  income 
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of  such  individual  (and  spouse)  as  otherwise  required  by 
this  subparagraph,  (ii)  in  the  case  of  any  individual  or 
his  eligible  spouse  who  resides  in  a  nonprofit  retirement 
home  or  similar  nonprofit  institution,  support  and  main- 
tenance shall  not  be  included  to  the  extent  that  it  is  fur- 
nished to  such  individual  or  such  spouse  without  such  insti- 
tution receiving  payment  therefore  (unless  such  institution 
has  expressly  undertaken  an  obligation  to  furnish  full  sup- 
port and  maintenance  to  such  individual  or  spouse  with- 
out any  current  or  future  payment  therefor)  or  payment 
therefor  is  made  by  another  nonprofit  organization,  and  (iii) 
support  and  maintenance  shall  not  be  included  and  the  pro- 
visions of  clause  (i)  shall  not  be  applicable  in  the  case  of 
any  individual  (and  his  eligible  spouse,  if  any)  for  the 
period  which  begins  with  the  month  in  which  such  indi- 
vidual (or  such  individual  and  his  eligible  spouse)  began 
to  receive  support  and  maintenance  while  living  in  a  resi- 
dential facility  (including  a  private  household)  maintained 
by  another  person  and  ends  with  the  close  of  the  month 
in  which  such  individual  (or  such  individual  and  his  eli- 
gible spouse)  ceases  to  receive  support  and  maintenance 
while  living  in  such  a  residential  facility  (or,  if  earlier, 
with  the  close  of  the  seventeenth  month  following  the  month 
in  which  such  period  began),  if,  not  more  than  30  days 
prior  to  the  date  on  which  such  individual  (or  such  indi- 
vidual and  his  eligible  spouse)  began  to  receive  support 
and  maintenance  while  living  in  such  a  residential  facil- 
ity, (I)  such  individual  (or  such  individual  and  his  eligi- 
ble spouse)  were  residing  in  a  household  maintained  by 
such  individual  (or  bv  such  individual  and  others)  as  his 
or  their  own  home,  (II)  there  occurred  within  the  area  in 
which  such  household  is  located  (and  while  such  individ- 
ual, or  such  individual  and  his  spouse,  were  residing  in 
the  household  referred  to  in  subclause  (I))  a  catastrophe 
on  account  of  which  the  President  declared  a  major  dis- 
aster to  exist  therein  for  purposes  of  the  Disaster  Relief 
Act  of  1974,  and  (III)  such  individual  declares  that  he 
(or  he  and  his  eligible  spouse)  ceased  to  continue  living  in 
the  household  referred  to  in  subclause  (II)  because  of  such 
catastrophe ; 

(B)  anv  pavrnpnts  rpceivod  »n  ar»nuitv.  pension,  rptire- 
ment,  or  disability  benefit,  including  veterans'  compensation 
and  pensions,  workmen's  compensation  payments,  old-age, 
survivors,  and  disability  insurance  benefits,  railroad  retire- 
ment annuities  and  pensions,  and  unemployment  insurance 
benpfits : 

(C)  prizes  and  awards ; 

(D)  the  proceeds  of  any  life  insurance  policv  to  the  extent 
that  thev  exceed  the  amount  expended  bv  the  benefiViarv  for 
purposes  of  the  insured  individual's  last  illness  and  burial 
or  $1,500.  whichever  is  less ; 

(E)  gifts  (cash  or  otherwise),  support  and  alimony  pay- 
ments, and  inheritances:  and 

(F)  rents,  dividends,  interest,  and  royalties. 
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Exclusions  From  Income 

(b)  In  determining  the  income  of  an  individual  (and  his  eligible 
spouse)  there  snail  be  excluded — 

(1)  subject  to  limitations  (as  to  amount  or  otherwise)  pre- 
scribed by  the  Secretary,  if  such  individual  is  a  child  who  is,  as 
determined  by  the  Secretary,  a  student  regularly  attending  a 
school,  college,  or  university,  or  a  course  of  vocational  or  technical 
training  designed  to  prepare  him  for  gainful  employment,  the 
earned  income  of  such  individual; 

(2)  (A)  the  hrst  $240  per  year  (or  proportionately  smaller 
amounts  for  shorter  periods)  of  income  (whether  earned  or  un- 
earned) other  than  income  which  is  paid  on  the  basis  of  the  need 
of  the  eligible  individual; 

(B)  Monthly  (or  other  periodic)  payments  received  by  any  in- 
dividual, under  a  program  established  prior  to  July  1, 1973,  if  such 
payments  are  made  by  the  State  of  which  the  individual  receiving 
such  payments  is  a  resident,  and  if  eligibility  of  any  individual 
for  such  payments  is  not  based  on  need  and  is  based  solely  on  at- 
tainment of  age  65  and  duration  of  residence  in  such  State  by 
such  individual. 

(3)  (A)  the  total  unearned  income  of  such  individual  (and 
such  spouse,  if  any)  in  a  calendar  quarter  which,  as  determined  in 
accordance  with  criteria  prescribed  by  the  Secretary,  is  received 
too  infrequently  or  irregularly  to  be  included,  if  such  income  so 
received  does  not  exceed  $60  m  such  quarter,  and  (B)  the  total 
earned  income  of  such  individual  (and  such  spouse,  if  any)  in  a 
calendar  quarter  which,  as  determined  in  accordance  with  such 
criteria,  is  received  too  infrequently  or  irregularly  to  be  included, 
if  such  income  so  received  does  not  exceed  $30  in  such  quarter ; 

(4)  (A)  if  such  individual  (or  such  spouse)  is  blind  (and  has 
not  attained  age  65,  or  received  benefits  under  this  title  (or  aid 
under  a  State  plan  approved  under  section  1002  or  1602)  for  the 
month  before  the  month  in  which  he  attained  age  65) ,  (i)  the  first 
$780  per  year  (or  proportionately  smaller  amounts  for  shorter 
periods)  of  earned  income  not  excluded  by  the  preceding  para- 
graphs of  this  subsection,  plus  one-half  of  the  remainder  thereof, 
(ii)  an  amount  equal  to  any  expenses  reasonably  attributable  to 
the  earning  of  any  income,  and  (iii)  such  additional  amounts  of 
other  income,  where  such  individual  has  a  plan  for  achieving 
self-support  approved  by  the  Secretary,  as  may  be  necessary  for 
the  fulfillment  of  such  plan, 

(B)  if  such  individual  (or  such  spouse)  is  disabled  but  not 
blind  (and  has  not  attained  age  65,  or  received  benefits  under  this 
title  (or  aid  under  a  State  plan  approved  under  section  1402  or 
1602)  for  the  month  before  the  month  in  which  he  attained  age 
65),  (i)  the  first  $780  per  year  (or  proportionately  smaller 
amounts  for  shorter  periods)  of  earned  income  not  excluded  by 
the  preceding  paragraphs  of  this  subsection,  plus  one-half  of  the 
remainder  thereof,  and  (ii)  such  additional  amounts  of  other  in- 
come, where  such  individual  has  a  plan  for  achieving  self-support 
approved  by  the  Secretary,  as  may  be  necessary  for  the  fulfillment 
of  such  plan,  or  .  CK 

(C)  if  such  individual  (or  such  spouse)  has  attained  age  bo 
and  is  not  included  under  subparagraph  (A)  or  (B),  the  hrst 
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$780  per  year  (or  proportionately  smaller  amounts  for  shorter 
periods)  of  earned  income  not  excluded  by  the  preceding  para- 
graphs of  this  subsection,  plus  one-half  of  the  remainder  thereof ; 

(5)  any  amount  received  from  any  public  agency  as  a  return 
or  refund  of  taxes  paid  on  real  property  or  on  food  purchased 
by  such  individual  (or  such  spouse)  ; 

(6)  assistance,  furnished  to  or  on  behalf  of  such  individual 
(and  spouse),  which  is  based  on  need  and  furnished  by  any  State 
or  political  subdivision  of  a  State ; 

(7)  any  portion  of  any  grant,  scholarship,  or  fellowship 
received  for  use  in  paying  the  cost  of  tuition  and  fees  at  any  edu- 
cational (including  technical  or  vocational  education)  institution; 

(8)  home  produce  of  such  individual  (or  spouse)  utilized  by  the 
household  for  its  own  consumption; 

(9)  if  such  individual  is  a  child  one-third  of  any  payment 
for  his  suport  received  from  an  absent  parent; 

(10)  any  amounts  received  for  the  foster  care  of  a  child  who 
is  not  an  eligible  individual  but  who  is  living  in  the  same  home 
as  such  individual  and  was  placed  in  such  home  by  a  public  or 
nonprofit  private  child-placement  or  child-care  agency; 

(11)  assistance  received  under  the  Disaster  Relief  Act  of  1974 
or  other  assistance  provided  pursuant  to  a  Federal  statute  on 
account  of  a  catastrophe  which  is  declared  to  be  a  major  disaster 
by  the  President ;  and 

(12)  interest  income  received  on  assistance  funds  referred  to 
in  paragraph  (11)  within  the  9-month  period  beginning  on  the 
date  such  funds  are  received  (or  such  longer  periods  as  the  Secre- 
tary shall  by  regulations  prescribe  in  cases  where  good  cause  is 
shown  by  the  individual  concerned  for  extending  such  period). 

Resources 

Exclusions  From  Resources 

Sec.  1613.  (a)  In  determining  the  resources  of  an  individual  (and 
his  eligible  spouse,  if  any)  there  shall  be  excluded — 

(1)  the  home  (including  the  land  that  appertains  thereto)  ; 

(2)  househoud  goods,  personal  effects,  and  an  automobile,  to 
the  extent  that  their  total  value  does  not  exceed  such  amount  as 
the  Secretary  determines  to  be  reasonable ; 

(3)  other  property  which,  as  determined  in  accordance  with 
and  subject  to  limitations  prescribed  by  the  Secretary,  is  so  essen- 
tial to  the  means  of  self-support  of  such  individual  (and  such 
spouse)  as  to  warrant  its  exclusion : 

(4)  such  resource  of  an  individual  who  is  blind  or  disabled 
and  who  has  a  plan  for  achieving  self-support  approved  by  the 
Secretary,  as  may  be  necessary  for  the  fulfillment  of  such  plan ; 

(5)  in  the  case  of  Natives  of  Alaska,  shares  of  stock  held  in  a 
Regional  or  a  Village  Corporation,  during  the  period  of  twenty 
years  in  which  such  stock  is  inalienable,  as  provided  in  section 
7(h)  and  section  8(c)  of  the  Alaska  Native  Claims  Settlement 
Act;  and 

(6)  assistance  referred  to  in  section  1612(b)  (11)  for  the  9- 
month  period  beginning  on  the  date  such  funds  are  received  (or 
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for  such  longer  period  as  the  Secretary  shall  by  regulations 
prescribe  in  cases  where  good  cause  is  shown  by  the  individual 
concerned  for  extending  such  period)  ;  and,  for  purposes  of  this 
paragraph,  the  term  "assistance"  includes  interest  thereon  which 
is  excluded  from  income  under  section  1612(b)  (12). 
In  determining  the  resources  of  an  individual  (or  eligible  spouse)  an 
insurance  policy  shall  be  taken  into  account  only  to  the  extent  of  its 
cash  surrender  value:  except  that  if  the  total  face  value  of  all  life 
insurance  policies  on  any  person  is  $1,500  or  less,  no  part  of  the  value 
of  any  such  policy  shall  be  taken  into  account. 

Disposition  of  Resources 

(b)  The  Secretary  shall  prescribe  the  period  or  periods  of  time 
within  which,  and  the  manner  in  which,  various  kinds  of  property 
must  be  disposed  of  in  order  not  to  be  included  in  determining  an  indi- 
vidual's eligibility  for  benefits.  Any  portion  of  the  individual's  bene- 
fits paid  for  any  such  period  shall  be  conditioned  upon  such  disposal  ; 
and  any  benefits  so  paid  shall  (at  the  time  of  the  disposal)  be  con- 
sidered overpayments  to  the  extent  they  would  not  have  been  paid  had 
the  disposal  occurred  at  the  beginning  of  the  period  for  which  such 
benefits  were  paid. 

Meaning  of  Terms 

Aged,  Blind,  or  Disabled  Individual 

Sec.  1614.  (a)  (1)  For  purposes  of  this  title,  the  term  "aged,  blind, 
or  disabled  individual''  means  an  individual  who — 

(A)  is  65  years  of  age  or  older,  is  blind  (as  determined  under 
paragraph  (2)).  or  is  disabled  (as  determined  under  paragraph 
(3)),  and 

|"(B)  is  a  resident  of  the  United  States,  rind  is  either  (i)  a 
citizen  or  (ii)  an  alien  lawfully  admitted  for  permanent  resi- 
dence or  otherwise  permanently  residing  in  the  United  States 
under  color  of  law  (including  anv  alien  who  is  lawfully  present 
in  the  United  States  as  a  result  of  the  application  of  the  provisions 
of  section  203(a)(7)  or  section  212(d)(5)  of  the  Immigration 
and  Xationality  Act) .] 

(B)  is  a  resident  of  the  United  States,  and  is  either  (i)  a  citi- 
zen, or  (ii)  an  alien  lawfully  admitted  for  permanent  residence, 
or  otherwise  permanently  residing  in  the  ZTnited  States  under 
color  of  law  (including  any  alien  who  is  lawfully  present  in  the^ 
United  States  as  a  result  of  the  application  of  the  provisions  of 
section.  203(a)  (7)  or  who  has  been  paroled  into  the  United  States 
as  a  refugee  under  section,  212(d)  (5)  of  the  Immigration  and  Na- 
tionality Act)  and  icho  has  resided  in  the  Ignited  States  through- 
out the  three-year  period  immediately  precedina  the  month  in 
which  he  applies  for  benefits  under  this  title.  For  purposes  of 
clause  (ii)*  an  alien  shall  not  be  required  to  meet  the  three-year 
residency  requirement  if  (1)  such  alien  has  been  lawfully  ad- 
mitted to  the  United  States  as  a  refugee  as  a  result  of  the  applica- 
tion of  the  provisions  of  section  203(a)  (7)  or  has  been  paroled 
into  the  United  States  as  a  refugee  under  section  212(d)  (5)  o  f  the 
Immigration  and  Nationality  Act.  or  has  been  granted  political 
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asylwri  by  the  Attorney  General,  or  (II)  such  alien  is  blind  (as 
determined  under  paragraph  (2))  or  disabled  (as  determined 
under  paragraph  (3))  and  the  medical  condition  which  caused 
his  blindness  or  disability  arose  after  the  date  of  his  admission  to 
the  United  States  for  permanent  residence.  For  purposes  of  the 
preceding  sentence,  the  medical  condition  which  caused  his  blind- 
ness or  disability  shall  be  presumed  to  have  arisen  prior  to  the 
date  of  his  admission  to  the  United  States  for  permanent  residence 
if  it  was  reasonable  to  believe,  based  upon  evidence  available  on 
or  before  such  date  of  admission,  that  such  medical  condition 
existed  and  would  result  in  blindness  or  disability  within  three 
years  after  such  date  of  admission.,  and,  the  medical  condition 
which  caused  his  blindness  or  disability  shall  be  presumed  to  have 
arisen  after  such  date  of  admission  to  the  United  States  for  perma- 
nent residence  if  the  existence  of  such  medical  condition  was  not 
known  on  or  before  such  date  of  admission,  or,  if  the  existence  of 
such  medical  condition  tvas  knoivn,  it  was  not  reasonable  to  believe, 
based  upon  evidence  available  on  or  before  such  date  of  admission, 
that  such  medical  condition  would  result  in  blindness  or  disability 
within  three  years  after  such  date  of  admission. 

(2)  An  individual  shall  be  considered  to  be  blind  for  purposes  of 
this  title  if  he  has  central  visual  acuity  of  20/200  or  less  in  the  better 
eye  with  the  use  of  a  correcting*  lens.  An  eye  which  is  accompanied  by  a 
limitation  in  the  fields  of  vision  such  that  the  widest  diameter  of  the 
visual  field  subtends  an  angle  no  greater  than  20  degrees  shall  be  con- 
sidered for  purposes  of  the  first  sentence  of  this  subsection  as  having 
a  central  visual  acuity  of  20/200  or  less.  An  individual  shall  also  be 
considered  to  be  blind  for  purposes  of  this  title  if  he  is  blind  as  defined 
under  a  State  plan  approved  under  title  X  or  XVI  as  in  effect  for 
October  1972  and  received  aid  under  such  plan  (on  the  basis  of  blind- 
ness) for  December  1973,  so  long  as  he  is  continuously  blind  as  so 
defined. 

(3)  (A)  An  individual  shall  be  considered  to  be  disabled  for  pur- 
poses of  this  title  if  he  is  unable  to  engage  in  any  substantial  gainful 
activity  by  reason  of  any  medically  determinable  physical  or  mental 
impairment  which  can  be  expected  to  result  in  death  or  which  has 
lasted  or  can  be  expected  to  last  for  a  continuous  period  of  not  less 
than  twelve  months  (or,  in  the  case  of  a  child  under  the  age  of  18, 
if  he  suffers  from  any  medically  determinable  physical  or  mental  im- 
pairment of  comparable  severity). 

(B)  For  purposes  of  subparagraph  (A),  an  individual  shall  be 
determined  to  be  under  a  disability  only  if  his  physical  or  mental 
impairment  or  impairments  are  of  such  severity  that  he  is  not  only 
unable  to  do  his  previous  work  but  cannot,  considering  his  age,  educa- 
tion, and  work  experience,  engage  in  any  other  kind  of  substantial 
gainful  work  which  exists  in  the  national  economy,  regardless  of 
whether  such  work  exists  in  the  immediate  area  in  which  he  lives,  or 
whether  a  specific  iob  vacancy  exists  for  him,  or  whether  he  would 
be  hired  if  he  applied  for  work.  For  purposes  of  the  preceding  sen- 
tence (with  respect  to  any  individual),  "work  which  exists  in  the 
national  economy"  means  work  which  exists  in  significant  numbers 
either  in  the  region  where  such  individual  lives  or  in  several  regions 
of  the  country. 


183 


(C)  For  purposes  of  this  paragraph,  a  physical  or  mental  impair- 
ment is  an  impairment  that  results  from  anatomical,  physiological,  or 
psychological  abnormalities  which  are  demonstrable  by  medically  ac- 
ceptable clinical  and  laboratory  diagnostic  techniques. 

(D)  The  Secretary  shall  by  regulations  prescribe  the  criteria  for 
determining  when  services  performed  or  earnings  derived  from  serv- 
ices demonstrate  an  individual's  ability  to  engage  in  substantial  gain- 
ful activity.  In  determining  whether  an  individual  is  able  to  engage 
in  substantial  gainful  activity  by  reason  of  his  earnings,  where  his  dis- 
ability is  sufficient  severe  to  result  in  a  functional  limitation  requiring 
assistance  in  order  for  him  to  work,  there  shall  be  excluded  from  such 
earnings  an  amount  equal  to  the  cost  {whether  or  not  paid  by  such  indi- 
vidual) of  any  attendant  care  services,  medical  devices,  equipment, 
prostheses,  and  similar  item^s  and  services  (not  including  routine  drugs 
or  routine  medical  services  unless  such  drugs  or  services  are  necessary 
for  the  control  of  the  disabling  condition)  which  are  necessary  (as 
determined  by  the  Secretary  in  regulations)  for  that  purpose,  whether 
or  not  such  assistance  is  also  needed  to  enable  him  to  carry  out  his 
normal  daily  functions;  except  that  the  amounts  to  be  excluded  shall 
be  subject  to  such  reasonable  limits  a#  the  Secretary  may  prescribe. 
Notwithstanding  the  provisions  of  subparagraph  (B),  an  individual 
whose  services  or  earnings  meet  such  criteria,  except  for  purposes  of 
subparagraph  (F)  paragraph  (4).  shall  be  found  not  to  be  disabled. 

(E)  Notwithstanding  the  provisions  of  subparagraphs  (A)  through 
(D),  an  individual  shall  also  be  considered  to  be  disabled  for  purposes 
of  this  title  if  he  is  permanently  and  totally  disabled  as  defined  under  a 
State  plan  approved  under  title  XIY  or  XVI  as  in  effect  for  October 
1972  and  received  aid  under  such  plan  (on  the  basis  of  disability)  for 
December  1973  (and  for  at  least  one  month  prior  to  July  1973),  so 
long  as  he  is  continuously  disabled  as  so  defined. 

(F)  For  purposes  of  this  title,  an  individual  whose  trial  work  period- 
has  ended  by  application  of  paragraph  (4)  (D)  (i)  shall,  subject  to 
section  1611(e)  (4),  nonetheless  be  considered  to  be  disabled  through 
the  end  of  the  month  preceding  the  termination  month.  For  purposes 
of  the  preceding  sentence,  the  termination  month  for  any  individual 
shall  be  the  earlier  of  (i)  the  earliest  month  after  the  end  of  sueh 
period  of  trial  work  with  respect  to  which  such  individual  is  deter- 
mined to  no  longer  be  suffering  from  a  disabling  physical  or  mental 
impairment,  or  (ii)  the  first  month,  after  the  period  of  15  consecutive 
months  following  the  end  of  sueh  period  of  trial  work,  in  which  sucTi 
individual  engages  in  or  is  determined  to  be  able  to  engage  in  substan- 
tial aainful  activity. 

(4)  (A)  For  purposes  of  this  title,  any  services  rendered  during  a 
period  of  trial  work  ( as  defined  in  subparagraph  (B) )  bv  an  individ- 
ual who  is  an  aged,  blind,  or  disabled  individual  solelv  by  reason  of 
disability  (as  determined  under  paragraph  (3)  of  this  subsection) 
shall  be  deemed  not  to  have  been  rendered  by  such  individual  in  deter- 
mining whether  his  disability  has  ceaced  in  a  month  during  such  pe- 
riod. As  used  in  tfrs  paragraph,  the  term  "services"  means  activity 
which  is  performed  for  remuneration  or  ffain  or  is  determined  bv  the 
Secretary  to  be  of  a  type  normally  performed  for  remuneration  or 
gain. 
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(B)  The  term  "period  of  trial  work",  with  respect  to  an  individual 
who  is  an  aged,  blind,  or  disabled  individual  solely  by  reason  of  dis- 
ability (as  determined  under  paragraph  (3)  of  this  subsection) ,  means 
a  period  of  months  beginning  and  ending  as  provided  in  subpara- 
graphs (C)  and  (D). 

(C)  A  period  of  trial  work  for  any  individual  shall  begin  with  the 
month  in  which  he  becomes  eligible  for  benefits  under  this  title  on  the 
basis  of  his  disability ;  but  no  such  period  may  begin  for  an  individual 
which  is  eligible  for  benefits  under  this  title  on  the  basis  of  a  disability 
if  he  has  had  a  previous  period  of  trial  work  while  eligible  for  benefits 
on  the  basis  of  the  same  disability. 

(D)  A  period  of  trial  work  for  any  individual  shall  end  with  the 
close  of  whichever  of  the  following  months  is  the  earlier : 

(i)  the  ninth  month,  beginning  on  or  after  the  first  day  of 
such  period,  in  which  the  individual  renders  services  (whether  or 
not  such  nine  months  are  consecutive)  ;  or 

(ii)  the  month  in  which  his  disability  (as  determined  under 
paragraph  (3)  of  this  subsection)  ceases  (as  determined  after  the 
application  of  subparagraph  (A)  of  this  paragraph). 

Eligible  Spouse 

(b)  For  purposes  of  this  title,  the  term  "eligible  spouse"  means  an 
aged,  blind,  or  disabled  individual  who  is  the  husband  or  wife  of 
another  aged,  blind,  or  disabled  individual  and  who  has  not  been  living 
apart  from  such  other  aged,  blind,  or  disabled  individual  for  more 
than  six  months.  If  two  aged,  blind,  or  disabled  individuals  are  hus- 
band and  wife  as  described  in  the  preceding  sentence,  only  one  of  them 
may  be  an  "eligible  individual"  within  the  meaning  of  section  1611  (a) . 

Definition  of  Child 

(c)  For  purposes  of  this  title,  the  term  "child"  means  an  individual 
who  is  neither  married  nor  (as  determined  by  the  Secretary)  the  head 
of  a  household,  and  who  is  (1)  under  the  age  of  eighteen,  or  (2)  under 
the  age  of  twenty-two  and  (as  determined  by  the  Secretary)  a  student 
regularly  attending  a  school,  college,  or  university,  or  a  course  of  voca- 
tional or  technical  training  designed  to  prepare  him  for  gainful 
employment. 

Determination  of  Marital  Relationships 

(d)  In  determining  whether  two  individuals  are  husband  and  wife 
for  purposes  of  this  title,  appropriate  State  law  shall  be  applied; 
except  that — 

(1)  if  a  man  and  woman  have  been  determined  to  be  husband 
and  wife  under  section  216(h)  (1)  for  purposes  of  title  II  they 
shall  be  considered  ( from  and  after  the  date  of  such  determination 
or  the  date  of  their  application  for  benefits  under  this  title,  which- 
ever is  later)  to  be  husband  and  wife  for  purposes  of  this  title,  or 

(2)  if  a  man  and  woman  are  found  to  be  holding  themselves  out 
to  the  community  in  which  they  reside  as  husband  and  wife,  they 
shall  be  so  considered  for  purposes  of  this  title  notwithstanding 
any  other  provision  of  this  section. 
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United  States 

(e)  For  purposes  of  this  title,  the  term  "United  States",  when  used 
in  a  geographical  sense,  means  the  50  States  and  the  District  of 
Columbia. 

Income  and  Resources  of  Individuals  Other  Than  Eligible  Individuals  and 

Eligible  Spouses 

(f)  (1)  For  purposes  of  determining  eligibility  for  and  the  amount 
of  benefits  for  any  individual  who  is  married  and  whose  spouse  is  liv- 
ing with  him  in  the  same  household  but  is  not  an  eligible  spouse,  such 
individual's  income  and  resources  shall  be  deemed  to  include  any 
income  and  resources  of  such  spouse,  whether  or  not  available  to  such 
individual,  except  to  the  extent  determined  by  the  Secretary  to  be 
inequitable  under  the  circumstances. 

(2)  For  purposes  of  determining  eligibility  for  and  the  amount  of 
benefits  for  any  individual  who  is  a  child  under  age  [21]  18,  such  indi- 
vidual's income  and  resources  shall  be  deemed  to  include  any  income 
and  resources  of  a  parent  of  such  individual  (or  the  spouse  of  such  a 
parent)  who  is  living  in  the  same  household  as  such  individual, 
whether  or  not  available  to  such  individual,  except  to  the  extent  de- 
termined by  the  Secretary  to  be  inequitable  under  the  circumstances. 

Optional  State  Supplementation 

Sec.  1616.  (a)  Any  cash  payments  which  are  made  by  a  State 
(or  political  subdivision  thereof)  on  a  regular  basis  to  individuals 
who  are  receiving  benefits  under  this  title  or  who  would  but  for  their 
income  be  eligible  to  receive  benefits  under  this  title,  as  assistance 
based  on  need  in  supplementation  of  such  benefits  (as  determined 
by  the  Secretary),  shall  be  excluded  under  section  1612(h)  (6)  in  de- 
termining the  income  of  such  individuals  for  purposes  of  this  title 
and  the  Secretary  and  such  State  may  enter  into  an  agreement  which 
satisfies  subsection  (b)  under  which  the  Secretary  will,  on  behalf  of 
such  State  (or  subdivision)  make  such  supplementary  payments  to  all 
such  individuals. 

(ib)  Any  agreement  between  the  Secretary  and  a  State  entered  into 
under  subsection  (a)  shall  provide — 

(1)  that  such  payments  will  be  made  (subject  to  subsection 
(c) )  to  all  individuals  residing  in  such  State  (or  subdivision)  who 
are  receiving  benefits  under  this  title,  and 

(2)  such  other  rules  with  respect  to  eligibility  for  or  amount 
of  the  supplementary  payments,  and  such  procedural  or  other  gen- 
eral administrative  provisions,  as  the  Secretary  finds  necessary 
(subject  to  subsection  (c) )  to  achieve  efficient  and  effective  admin- 
istration of  both  the  program  which  he  conducts  under  this  title 
and  the  optional  State  supplementation. 

(c)  (1)  Any  State  (or  political  subdivision)  making  supplementary 
payments  described  in  subsection  (a)  may  at  its  option  impose  as  a 
condition  of  eligibility  for  such  payments,  and  include  in  the  State's 
agreement  with  the  Secretary  under  such  subsection,  a  residence  re- 
quirement which  excludes  individuals  who  have  resided  in  the  State 
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(or  political  subdivision)  for  less  than  a  minimum  period  prior  to 
application  for  such  payments. 

(2)  Any  State  (or  political  subdivision),  in  determining  the  eligi- 
bility of  any  individual  for  supplementary  payments  described  in  sub- 
section (a) ,  may  disregard  amounts  of  earned  and  unearned  income  in 
addition  to  other  amounts  which  it  is  required  or  permitted  to  dis- 
regard under  this  section  in  determining  such  eligibility,  and  shall  in- 
clude a  provision  specifying  the  amount  of  any  such  income  that  will 
be  disregarded,  if  any. 

(3)  Any  State  (or  political  subdivision)  making  supplementary 
payments  described  in  subsection  (a)  shall  have  the  option  of  making 
such  payments  to  individuals  who  receive  benefits  under  this  title  under 
the  provisions  of  section  1619,  or  who  would  be  eligible  to  receive  such 
benefits  but  for  their  income. 

*  *  *  *  *  *  * 

Benefits  for  Individuals  Who  Perform  Substantial  Gainful 
Activity  Despite  Severe  Medical  Impairment 

Sec.  1619.  (a)  Any  individual  loho  is  an  eligible  individual  (or 
eligible  spouse)  by  reason  of  being  under  a  disability,  and  would 
otherwise  be  denied  benefits  by  reason  of  section  1611(e)  (4-),  or  who 
ceases  to  be  an  eligible  individual  (or  eligible  spouse)  because  his  earn- 
ings have  demonstrated  a  capacity  to  engage  in  substantial  gainful  ac- 
tivity, shall  nevertheless  qualify  for  a  monthly  benefit  equal  to  an 
amount  determined  under  section  1611(b)  (1)  (or,  in  the  case  of  an 
individual  mho  has  an  eligible  spouse,  under  section  1611(b)  (2) ) ,  and 
for  purposes  of  titles  XIX  and  XX  of  this  Act  shall  be  considered  a 
disabled  individual  receiving  supplemental  security  income  benefits 
under  this  title,  for  so  long  as  the  Secretary  deter-mines  that — 

(1)  such  individual  continues  to  have  the  disabling  physical  or 
mental  impairment  on  the  basis  of  tvhich  such  individual  teas 
found  to  be  under  a  disability,  and  continues  to  meet  all  non-dis- 
ability-related  requirements  for  eligibility  for  benefits  under  this 
title;  and 

(2)  the  income  of  such  individual,  other  than  income  excluded 
pursuant  to  section  1612(b),  is  not  equal  to  or  in  excess  of  the 
amount  which  ivould  cause  him  to  be  ineligible  for  payments 
under  section  1611(b)  (if  he  were  otherwise  eligible  for  such 
payments). 

(b)  Any  individual  who  would  qualify  for  a  monthly  benefit  under 
subsection  (a)  except  that  his  income  exceeds  the  limit  set  forth  in 
subsection  (a)  (2) ,  and  any  blind  individual  who  would  qualify  for  a 
monthly  benefit  under  section  1611  except  that  his  income  exceeds  the 
limit  set  forth  in  subsection  (a)  (2),  for  purposes  of  title  XIX  and 
XX  of  this  Act,  shall  be  considered  a  blind  or  disabled  individual  re- 
ceiving supplemental  security  income  benefits  under  this  title  for  so 
long  as  the  Secretary/  determines  under  regulations  that — ■ 

(1)  such  individual  continues  to  be  blind  or  continues  to  have 
the  disabling  physical  or  mental  impairment  on  the  basis  of  ivhich 
he  was  found  to  be  under  a  disability  and,  except  for  his  earnings, 
continues  to  meet  ]all  non-disability -related  requirements  for  eli- 
gibility for  benefits  under  this  title; 
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(2)  the  income  of  such  individual  would  not,  except  for  his 
earnings,  be  equal  to  or  in  excess  of  the  amount  which  would 
came  him  to  be  ineligible  for  payments  under  section  1611(b)  (if 
he  were  otherwise  eligible  for  such  payments) ; 

(3)  the  termination,  of  eligibility  for  benefits  under  title  XIX 
or  XX  would  seriously  inhibit  his  ability  to  continue  his  employ- 
ment; and 

(4)  such  individuals  earnings  are  not  sufficient  to  allow  him  to 
provide  for  himself  a  reasonable  equivalent  of  the  benefits  which 
would  be  available  to  him  in  the  absence  of  such  earnings  under 
this  title  and  titles  XIX  and  XX. 

Part  B — Procedural  and  General  Provisions 

Payments  and  Procedures 
Payment  of  Benefits 

Sec.  1631.  (a)  (1)  Benefits  under  this  title  shall  be  paid  at  such  time 
or  times  and  in  such  installments  as  will  best  effectuate  the  purposes  of 
this  title,  as  determined  under  regulations  (and  may  in  any  case  be 
paid  less  frequently  than  monthly  where  the  amount  of  the  monthly 
benefit  would  not  exceed  $10) . 

(2)  Payments  of  the  benefit  of  any  individual  may  be  made  to  any 
such  individual  or  to  his  eligible  spouse  (if  any)  or  partly  to  each,  or, 
if  the  Secretary  deems  it  appropriate  to  any  other  person  (including  an 
appropriate  public  or  private  agency)  who  is  interested  in  or  concerned 
with  the  welfare  of  such  individual  (or  spouse).  Xot withstanding  the 
provisions  of  the  preceding  sentence,  in  the  case  of  any  individual  or 
eligible  spouse  referred  to  in  section  1611(e)(3)(A),  the  Secretary 
shall  provide  for  making  payments  of  the  benefit  to  any  other  person 
(including  an  appropriate  public  or  private  agency)  who  is  interested 
in  or  concerned  with  the  welfare  of  such  individual  (or  spouse). 

(3)  The  Secretary  may  by  regulation  establish  ranges  of  incomes 
within  which  a  single  amount  of  benefits  under  this  title  shall  apply. 

(4)  The  Secretary — 

(A)  may  make  to  any  individual  initially  applying  or  bene- 
fits under  this  title  who  is  presumptively  eligible  for  such  benefits 
and  who  is  faced  with  financial  emergency  a  cash  advance  against 
such  benefits  in  an  amount  not  exceeding  $100 :  and 

(B)  may  pay  benefits  under  this  title  to  an  individual  apply- 
ing for  such  benefits  on  the  basis  of  disability  or  blindness  for 
a  period  not  exceeding  3  months  prior  to  the  determination  of 
such  individual's  disability  or  blindness,  if  such  individual  is 
presumptively  disabled  or' blind  and  is  determined  to  be  other- 
wise eligible  for  such  benefits,  and  any  benefits  so  paid  prior 
to  such  determination  shall  in  no  event  be  considered  overpay- 
ments for  purposes  of  subsection  (b)  solely  because  such  indi- 
vidual is  determined  not  to  be  disabled  or  blind. 

(5)  Payment  of  the  benefit  of  any  individual  who  is  an  affed.  blind, 
or  disabled  individual  solelv  bv  reason  of  blindness  (as  determined 
under  section  1614(a)  (2) )  or  disability  (as  determined  under  section 
1614(a)  (3) ) .  and  who  ceases  to  be  blind  or  to  be  under  such  disability, 
shall  continue   (so  long  as  such  individual  is  otherwise  eligible) 
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through  the  second  month  following  the  month  in  which  such  blind- 
ness or  disability  ceases. 

(6)  Notwithstanding  any  other  provision  of  this  title,  payment  of 
the  benefit  of  any  individual  who  is  an  aged,  blind,  or  disabled  indi- 
vidual solely  by  reason  of  disability  (as  determined  under  section 
161Jf(a)  (3) )  shall  not  be  terminated  or  suspended  because  the  physical 
or  mental  impairment,  on  which  the  individuals  eligibility  for  such 
benefit  is  based,  has  or  may  have  ceased,  if — 

(A)  such  individual  is  participating  in  an  approved  vocational 
rehabilitation  program  under  a  State  plan  approved  under  title  I 
of  the  Rehabilitation  Act  of  1973,  and 

(B)  the  Secretary  determines  that  the  completion  of  such  pro- 
gram, or  its  continuation  for  a  specified  period  of  time,  will  in- 
crease the  likelihood  that  such  individual  may  (following  his 
participation  in  such  program)  be  permanently  removed  from  the 
disability  benefit  rolls. 

Overpayments  and  Underpayments 

(h)(1)  Whenever  the  Secretary  finds  that  more  or  less  than  the  cor- 
rect amount  of  benefits  has  been  paid  with  respect  to  any  individual, 
proper  adjustment  or  recovery  shall,  subject  to  the  succeeding  pro- 
visions of  this  subsection,  be  made  by  appropriate  adjustments  in  fu- 
ture payments  to  such  individual  or  by  recovery  from  or  payment  to 
such  individual  or  his  eligible  spouse  (or  by  recovery  from  the  estate 
of  either) .  The  Secretary  shall  make  such  provision  as  he  finds  appro- 
priate in  the  case  of  payment  of  more  than  the  correct  amount  of  bene- 
fits with  respect  to  an  individual  with  a  view  to  avoiding  penalizing 
such  individual  or  his  eligible  spouse  who  was  without  fault  in  connec- 
tion with  the  overpayment,  if  adjustment  or  recovery  on  account  of 
such  overpayment  in  such  case  would  defeat  the  purposes  of  this  title, 
or  be  against  equity  or  good  conscience,  or  (because  of  the  small 
amount  involved)  impede  efficient  or  effective  administration  of  this 
title. 

(2)  For  payments  for  ichich  adjustments  are  made  by  reason  of  a 
retroactive  payment  of  benefits  under  title  II,  see  section  1132. 

Hearings  and  Review 

(c)(1)  The  Secretary  is  directed  to  make  findings  of  fact,  and  de- 
cisions as  to  the  rights  of  any  individual  applying  for  payment  under 
this  title.  Any  such  decision  by  the  Secretary  which  involves  a  deter- 
mination of  disability  and  which  is  in  tohole  or  in  part  unfavorable  to 
such  individual  shall  contain  a  statement  of  the  case,  in  understandable 
language,  setting  forth  a  discussion  of  the  evidence  and  stating  the 
Secretary's  determination  and  the  reason  or  reasons  upon  which  it  is 
based.  The  Secretary  shall  provide  reasonable  notice  and  opportunity 
for  a  hearing  to  any  individual  who  is  or  claims  to  be  an  eligible  indi- 
vidual or  eligible  spouse  and  is  in  disagreement  with  any  determination 
under  this  title  with  respect  to  eligibility  of  such  individual  for  bene- 
fits, or  the  amount  of  such  individual's  benefits,  if  such  individual  re- 
quests a  hearing  on  the  matter  in  disagreement  within  sixty  days  after 
notice  of  such  determination  is  received,  and,  if  a  hearing  is  held,  shall, 
on  the  basis  of  evidence  adduced  at  the  hearing  affirm,  modify,  or  re- 
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verse  his  findings  of  fact  and  such  decision.  The  Secretary  is  further 
authorized,  on  his  own  motion,  to  hold  such  hearings  and  to  conduct 
such  investigations  and  other  proceedings  as  he  may  deem  necessary 
or  proper  for  the  administration  of  this  title.  In  the  course  of  any 
hearing,  investigation,  or  other  proceeding,  he  may  administer  oaths 
and  affirmations,  examine  witnesses,  and  receive  evidence.  Evidence 
may  be  received  at  any  hearing  before  the  Secretary  even  though  in- 
admissible under  the  rules  of  evidence  applicable  to  court  procedure. 

(2)  Determination  on  the  basis  of  such  hearing,  except  to  the  extent 
that  the  matter  in  disagreement  involves  a  disability  (within  the  mean- 
ing of  section  1614(a)  (3) ) ,  shall  be  made  within  ninety  days  after  the 
individual  requests  the  hearing  as  provided  in  paragraph  (1). 

(3)  The  final  determination  of  the  Secretary  after  a  hearing  under 
paragraph  (1)  shall  be  subject  to  judicial  review  as  provided  in  sec- 
tion 205(g)  to  the  same  extent  as  the  Secretary's  final  determinations 
under  section  205. 

Procedures;  Prohibition  of  Assignments;  Representation  of  Claimants 

(d)(1)  The  provisions  of  section  207  and  subsections  (a),  (d), 
(e) ,  and  (f )  of  section  205  shall  apply  with  respect  to  this  part  to  the 
same  extent  as  they  apply  in  the  case  of  title  II. 

(2)  The  Secretary  may  prescribe  rules  and  regulations  governing 
the  recognition  of  agents  or  other  persons,  other  than  attorneys,  as 
hereinafter  provided,  representing  claimants  before  the  Secretary 
under  this  title,  and  may  require  of  such  agents  or  other  persons,  before 
being  recognized  as  representatives  of  claimants,  that  they  shall  show 
that  they  are  of  good  character  and  in  good  repute,  possessed  of  the 
necessary  qualifications  to  enable  them  to  render  such  claimants  valu- 
able service,  and  otherwise  competent  to  advise  and  assist  such  claim- 
ants in  the  presentation  of  their  cases.  An  attorney  in  good  standing 
who  is  admitted  to  practice  before  the  highest  court  of  the  State, 
Territory,  District,  or  insular  possession  of  his  residence  or  before  the 
Supreme  Court  of  the  United  States  or  the  inferior  Federal  courts, 
shall  be  entitled  to  represent  claimants  before  the  Secretary.  The  Sec- 
retary may,  after  due  notice  and  opportunity  for  hearing,  suspend  or 
prohibit  from  further  practice  before  him  any  such  person,  agent,  or 
attorney  who  refuses  to  comply  with  the  Secretary's  rules  and  regula- 
tions or  who  violates  any  provision  of  this  paragraph  or  which  a 
penalty  is  prescribed.  The  Secretary  may,  by  rule  and  regulation, 
prescribe  the  maximum  fees  which  may  be  charged  for  services  per- 
formed in  connection  with  any  claim  before  the  Secretary  under  this 
title,  and  any  agreement  in  violation  of  such  rules  and  regulations 
shall  be  void.  Any  person  who  shall,  with  intent  to  defraud,  in  any 
manner  willfully  and  knowingly  deceive,  mislead,  or  threaten  any 
claimant  or  prospective  claimant  or  beneficiary  under  this  title  by 
word,  circular,  letter,  or  advertisement,  or  who  shall  knowingly  charge 
or  collect  directly  or  indirectly  any  fee  in  excess  of  the  maximum  fee, 
or  make  any  agreement  directly  or  indirectlv  to  charge  or  collect  any 
fee  in  excess  of  the  maximum  fee,  prescribed  by  the  Secretary,  shall  be 
deemed  guilty  of  a  misdemeanor  and,  upon  conviction  thereof,  shall 
for  each  offense  be  punished  by  a  fine  not  exceeding  $500  or  by  im- 
prisonment not  exceeding  one  year,  or  both. 
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Applications  and  Furnishing  of  Information 

(e)  (1)  (A)  The  Secretary  shall,  subject  to  subparagraph  (B),  pre- 
scribe such  requirements  with  respect  to  the  filing  of  applications,  the 
suspension  or  termination  of  assistance,  the  furnishing  of  other  data 
and  material,  and  the  reporting  of  events  and  changes  in  circumstances, 
as  may  be  necessary  for  the  effective  and  efficient  administration  of 
this  title. 

(B)  The  requirements  prescribed  by  the  Secretary  pursuant  to 
subparagraph  (A)  shall  require  that  eligibility  for  benefits  under  this 
title  will  not  be  determined  solely  on  the  basis  of  declarations  by  the 
applicant  concerning  eligibility  factors  or  other  relevant  facts,  and 
that  relevant  information  will  be  verified  from  independent  or  col- 
lateral sources  and  additional  information  obtained  as  necessary  in 
order  to  assure  that  such  benefits  are  only  provided  to  eligible  indi- 
viduals (or  eligible  spouses)  and  that  the  amounts  of  such  benefits  are 
correct. 

(2)  In  case  of  the  failure  by  any  individual  to  submit  a  report  of 
events  and  changes  in  circumstances  relevant  to  eligibility  for  or 
amount  of  benefits  under  this  title  as  required  by  the  Secretary  under 
paragraph  (1),  or  delay  by  any  individual  in  submitting  a  report  as 
so  required,  the  Secretary  (in  addition  to  taking  any  other  action  he 
may  consider  appropriate  under  paragraph  (1)  shall  reduce  any 
benefits  which  may  subsequently  become  payable  to  such  individual 
under  this  title  by — 

(A)  $25  in  the  case  of  the  first  such  failure  or  delay, 

(B)  $50  in  the  case  of  the  second  such  failure  or  delay,  and 

(C)  $100  in  the  case  of  the  third  or  a  subsequent  such  failure 
or  delay, 

except  where  the  individual  was  without  fault  or  good  cause  for  such 
failure  or  delay  existed. 

Furnishing  of  Information  by  Other  Agencies 

(f )  The  head  of  any  Federal  agency  shall  provide  such  informa- 
tion as  the  Secretary  needs  for  purposes  of  determining  eligibility  for 
or  amount  of  benefits,  or  verifying  other  information  with  respect 
thereto. 

Reimbursement  to  States  for  Interim  Assistance  Payments 

(g)  (1)  Notwithstanding  subsection  (d)(1)  and  subsection  (b)  as 
it  relates  to  the  payment  of  less  than  the  correct  amount  of  benefits, 
the  Secretary  may,  upon  written  authorization  by  an  individual,  with- 
hold benefits  due  with  respect  to  that  individual  and  may  pay  to  a 
State  (or  a  political  subdivision  thereof  if  agreed  to  by  the  Secretary 
and  the  State)  from  the  benefits  withheld  an  amount  sufficient  to 
reimburse  the  State  (or  political  subdivision)  for  interim  assistance 
furnished  on  behalf  of  the  individual  by  the  State  (or  political 
subdivision). 

(2)  For  purposes  of  this  subsection,  the  term  "benefits"  with  respect 
to  any  individual  means  supplemental  security  income  benefits  under 
this  title,  and  any  State  supplementary  payments  under  section  1616 
or  under  section  212  of  Public  Law  93-66  which  the  Secretary  makes 
on  behalf  of  a  State  (or  political  subdivision  thereof) ,  that  the  Secre- 
tary has  determined  to  be  due  with  respect  to  the  individual  at  the 
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time  the  Secretary  makes  the  first  payment  of  benefits.  A  cash  advance 
made  pursuant  to  subsection  (a)  (4)  (A)  shall  not  be  considered  as  the 
first  payment  of  benefits  for  purposes  of  the  preceding  sentence. 

(3)  For  purposes  of  this  subsection,  the  term  "interim  assistance" 
with  respect  to  any  individual  means  assistance  financed  from  State 
or  local  funds  and  furnished  for  meeting  basic  needs  during  the  period, 
beginning  with  the  month  in  which  the  individual  filed  an  application 
for  benefits  (as  defined  in  paragraph  (2) ).  for  which  he  was  eligible 
for  such  benefits. 

(4)  In  order  for  a  State  to  receive  reimbursement  under  the  pro- 
visions of  paragraph  (1),  the  State  shall  have  in  effect  an  agreement 
with  the  Secretary  which  shall  provide — 

(A)  that  if  the  Secretary  makes  payment  to  the  State  (or  a 
political  subdivision  of  the  State  as  provided  for  under  the  agree- 
ment) in  reimbursement  for  interim  assistance,  (as  defined  in 
paragraph  (3))  for  any  individual  in  an  amount  greater  than 
the  reimbursable  amount  authorized  by  paragraph  (1).  the  State 
(or  political  subdivision)  shall  pay  to  the  individual  the  balance 
of  such  payment  in  excess  of  the  reimbursable  amount  as  expedi- 
tiously as  possible,  but  in  any  event  within  ten  working  days  or 
a  shorter  period  specified  in  the  agreement ;  and 

(B)  that  the  State  will  comply  with  such  other  rules  as  the 
Secretary  finds  necessary  to  achieve  efficient  and  effective  admin- 
istration" of  this  subsection  and  to  carry  out  the  purposes  of  the 
program  established  by  this  title,  including  protection  of  hearing 
rights  for  any  individual  aggrieved  by  action  taken  by  the  State 
(or  political  subdivision)  pursuant  to  this  subsection. 

(5)  The  provisions  of  subsection  (c)  shall  not  be  applicable  to  any 
disagreement  concerning  payment  by  the  Secretary  to  a  State  pur- 
suant to  the  preceding  provisions  of  this  subsection  nor  the  amount 
retained  by  the  State  (or  political  subdivision) . 

(6)  [Repealed] 

Payment  of  Certain  Travel  Expenses 

(h)  The  Secretary  shaM  pay  travel  expenses,  either  on  an  actual 
cost  or-  commuted  "basis*  to  individuals  for  travel  incident  to  medical 
examinations  requested  by  the  Secreta?y  in  connection  with  disability 
determinations  under  this  title,  and  to  parties,  their  representatives, 
and  all  reasonably  necessary  witnesses  for  travel  within  the  United 
States  (as  defined  in  section  1614(e)  to  attend  reconsideration  inter- 
views and  proceedings  before  administrative  lav:  judges  with  respect 
to  any  determination,  under  this  title.  The  amount  available  under  the 
preceding  sentence  for  payment  for  air  travel  by  any  person  shall 
not  exceed  the  coach  fare  for  air  travel  between  the  points  involved 
unless  the  use  of  first-class  accommodations  is  required  (as  deter- 
mined under  regulations  of  the  Secretary)  because  of  such  person's 
health  condition  or  the  unavailability  of  alternative  accommodations; 
and  the  amount  available  for  payment  for  other  travel  by  any  person 
shall  not  exceed  the  cost  of  travel  (between  the  points  involved)  by 
tfke  most  economical  and  exveditioiis  means  of  tra?}spo?tation  appro- 
priate to  such  person's  health  condition*  as  specified  in  such 
regulations. 
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TITLE  XVIII— HEALTH  INSURANCE  FOR  THE  AGED  AND 

DISABLED 

Prohibition  Against  Any  Federal  Interference 

Section  1801.  Nothing  in  this  title  shall  be  construed  to  authorize  any 
Federal  officer  or  employee  to  exercise  any  supervision  or  control  over 
the  practice  of  medicine  or  the  manner  in  which  medical  services  are 
provided,  or  over  the  selection,  tenure,  or  compensation  of  any  officer 
of  employee  of  any  institution,  agency,  or  person  providing  health 
services ;  or  to  exercise  any  supervision  or  control  over  the  administra- 
tion or  operation  of  any  such  institution,  agency,  or  person. 

Free  Choice  by  Patient  Guaranteed 

Sec.  1802.  Any  individual  entitled  to  insurance  benefits  under  this 
title  may  obtain  health  services  from  any  institution,  agency,  or  per- 
son qualified  to  participate  under  this  title  if  such  institution,  agency, 
or  person  undertakes  to  provide  him  such  services. 

Option  to  Individuals  To  Obtain  Other  Health  Insurance 

Protection 

Sec.  1803.  Nothing  contained  in  this  title  shall  be  construed  to 
preclude  any  State  from  providing,  or  any  individual  from  purchas- 
ing or  otherwise  securing,  protection  against  the  cost  of  any  health 
services. 

Part  A — Hospital  Insurance  Benefits  for  the  Aged  and  Disabled 
Description  of  Program 

Sec.  1811.  The  insurance  program  for  which  entitlement  is  estab- 
lished by  sections  226  and  226A  provides  basic  protection  against  the 
cost  of  hospital  and  related  post-hospital  services  in  accordance  with 
this  part  for  (1)  individuals  who  are  age  65  or  over  and  are  entitled  to 
retirement  benefits  under  title  II  of  this  Act  or  under  the  railroad  re- 
tirement system,  (2)  individuals  under  age  65  who  have  been  entitled 
for  not  less  than  24  [consecutive]  months  to  benefits  under  title  II 
of  this  Act  or  under  the  railroad  retirement  system  on  the  basis  of 
a  disability,  and  (3)  certain  individuals  who  do  not  meet  the  condi- 
tions specified  in  either  clause  (1)  or  (2)  but  who  are  medically 
determined  to  have  end  stage  renal  disease. 

Scope  of  Benefits 

Sec.  1812.  (a)  The  benefits  provided  to  an  individual  by  the  insur- 
ance program  under  this  part  shall  consist  of  entitlement  to  have  pay- 
ment made  on  his  behalf  or,  in  the  case  of  payments  referred  to  in 
section  1814(d)  (2)  to  him  (subject  to  the  provisions  of  this  part) 
for — 

(1)  inpatient  hospital  services  for  up  to  150  days  during  any 
spell  of  illness  minus  one  day  for  each  day  of  inpatient  hospital 
services. 

(2)  by  the  agency  or  organization  which  entered  into  such 
agreement  at  such  time  and  upon  such  notice  to  the  Secretary, 
to  the  public,  and  to  the  providers  as  may  be  provided  in  regula- 
tions, or 
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(3)  by  the  Secretary  at  such,  time  and  upon  such  notice  to  the 
agency  or  organization,  to  the  providers  which  have  nominated  it 
for  purposes  of  this  section,  and  to  the  public,  as  may  be  provided 
in  regulations,  but  only  if  he  finds,  after  applying  the  standards, 
criteria,  and  procedures  developed  under  subsection  (f )  and  after 
reasonable  notice  and  opportunity  for  hearing  to  the  agency  or 
organization,  that  (A)  the  agency  or  organization  has  failed  sub- 
stantially to  carry  out  the  agreement,  or  (B)  the  continuation  of 
some  or  all  of  the  functions  provided  for  in  the  agreement  with  the 
agency  or  organization  is  disadvantageous  or  is  inconsistent  with 
the  efficient  administration  of  this  part. 

(h)  An  agreement  with  an  agency  or  organization  under  this  section 
may  require  any  of  its  officers  or  employees  certifying  payments  or 
disbursing  funds  pursuant  to  the  agreement,  or  otherwise  participating 
in  carrying  out  the  agreement,  to  give  surety  bond  to  the  United  States 
in  such  amount  as  the  Secretary  may  deem  appropriate. 

(i)  (1)  No  individual  designated  pursuant  to  an  agreement  under 
this  section  as  a  certifying  officer  shall,  in  the  absence  of  gross  negli- 
gence or  intent  to  defraud  the  United  States,  be  liable  with  respect  to 
any  payments  certified  by  him  under  this  section. 

(2)  No  disbusing  officer  shall,  in  the  absence  of  gross  negligence 
or  intent  to  defraud  the  United  States,  be  liable  with  respect  to  any 
payment  by  him  under  this  section  if  it  was  based  upon  a  voucher 
signed  by  a  certifying  officer  designated  as  provided  in  paragraph  (1) 
of  this  subsection. 

(3)  No  such  agency  or  organization  shall  be  liable  to  the  United 
States  for  any  payments  referred  to  in  paragraph  (1)  or  (2). 

Federal  Hospital  Insurance  Trust  Fund 
Sec.  1817.  (a)  *  *  * 

(i)  There  are  authorized  to  he  made  available  for  expenditure  out 
of  the  Trust  Fund  such  amounts  as  are  required  to  pay  travel  ex- 
penses, either  on  an  actual  costs  or  commuted  basis,  to  parties,  their 
representatives,  and  all  reasonably  necessary  ivitnesses  for  travel  with- 
in the  United  States  {as  defined  in  section  210 (i)  \  to  attend  reconsid- 
eration interviews  and  proceedings  before  administrative  law  judges 
with  respect  to  any  determination  under  this  title.  The  amount  avail- 
able under  the  preceding  sentence  for  payment  for  air  travel  by  any 
person  shall  not  exceed  the  coach  fare  for  air  travel  between  the  points 
involved  unless  the  use  of  first-class  accommodations  is  required  (as 
determined  under  regulations  of  the  Secretary)  because^  of  mch  per- 
sons health  condition  or  the  unavailability  of  alternative  accommo- 
dations; and  the  amount  available  for  payment  for  other  travel _  by 
any  persons  shall  not  exceed  the  cost  of  travel  (betiveen  the  points 
involved)  by  the  most  economical  and  expeditious  means  of  trans- 
portation appropriate  to  such  person's  health  condition,  as  specified 
in  such  regulations. 

Enrollment  Periods 

Sec.  1837.  (a)  An  individual  may  enroll  in  the  insurance  program 
established  by  this  part  only  in  such  manner  and  form  as  may  be  pre- 
scribed by  regulations,  and  only  during  an  enrollment  period  pre- 
scribed in  or  under  this  section. 
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(b)  No  individual  may  enroll  under  this  part  more  than  twice. 

(c)  In  the  case  of  individuals  who  first  satisfy  paragraph  (1)  or 
(2)  of  section  1836  before  March  1,  1966,  the  initial  general  enroll- 
ment period  shall  begin  on  the  first  day  of  the  second  month  which 
begins  after  the  date  of  enactment  of  this  title  and  shall  end  on  May  31, 
1966.  For  purposes  of  this  subsection  and  subsection  (d),  an  in- 
dividual who  has  attained  age  65  and  who  satisfies  paragraph  (1)  of 
section  1836  but  not  paragraph  (2)  of  such  section  shall  be  treated 
as  satisfying  such  paragraph  (1)  on  the  first  day  on  which  he  is  (or 
on  filing  application  would  have  been)  entitled  to  hospital  insurance 
benefits  under  part  A. 

(d)  In  the  case  of  an  individual  who  first  satisfies  paragraph  (1) 
or  (2)  of  section  1836  on  or  after  March  1,  1966,  his  initial  enroll- 
ment period  shall  begin  on  the  first  day  of  the  third  month  before  the 
month  in  which  he  first  satisfies  such  paragraphs  and  shall  end  seven 
months  later.  Where  the  Secretary  finds  that  an  individual  who  has 
attained  age  65  failed  to  enroll  under  this  part  during  his  initial  en- 
rollment period  (based  on  a  determination  by  the  Secretary  of  the 
month  in  which  such  individual  attained  age  65),  because  such  in- 
dividual (relying  on  documentary  evidence)  was  mistaken  as  to  his 
correct  date  of  birth,  the  Secretary  shall  establish  for  such  individual 
an  initial  enrollment  period  based  on  his  attaining  age  65  at  the  time 
shown  in  such  documentary  evidence  (with  a  coverage  period  deter- 
mined under  section  1838  as  though  he  had  attained  such  age  at  that 
time). 

(e)  There  shall  be  a  general  enrollment  period,  after  the  period 
described  in  subsection  (c) ,  during  the  period  beginning  on  January  1 
and  ending  on  March  31  of  each  year  beginning  with  1969. 

(f )  Any  individual — 

(1)  who  is  eligible  under  section  1836  to  enroll  in  the  medical 
insurance  program  by  reason  of  entitlement  to  hosptial  insurance 
benefits  as  described  in  paragraph  (1)  of  such  section,  and 

(2)  whose  initial  enrollment  period  under  subsection  (d) 
begins  after  March  31, 1973,  and 

(3)  who  is  residing  in  the  United  States,  exclusive  of  Puerto 
Rico, 

shall  be  deemed  to  have  enrolled  in  the  medical  insurance  program 
established  by  this  part. 

(g)  All  of  the  provisions  of  this  section  shall  apply  to  individuals 
satisfying  subsection  (f ) ,  except  that — 

(1)  in  the  case  of  an  individual  who  satisfies  subsection  (f) 
by  reason  of  entitlement  to  disability  insurance  benefits  described 
in  section  226(a)(2)(B),  his  initial  enrollment  period  shall 
begin  on  the  first  day  of  the  later  of  (A)  April  1973  or  (B) 
the  third  month  before  the  25th  [consecutive]  month  of  such  en- 
titlement, and  shall  reoccur  with  each  continuous  period  of  eligi- 
bilitv  (as  defined  in  section  1839(e))  and  upon  attainment  of 
age  65 ; 

(2)  (A)  in  the  case  of  an  individual  who  is  entitled  to  monthly 
benefits  under  section  202  or  223  on  the  first  dav  of  his  initial 
enrollment  period  or  becomes  entitled  to  monthly  benefits  under 
section  202  during  the  first  3  months  of  such  period,  his  enroll- 
ment shall  be  deemed  to  have  occurred  in  the  third  month  of  his 
initial  enrollment  period,  and 
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(B)  in  the  case  of  an  individual  who  is  not  entitled  to  bene- 
fits under  section  202  on  the  first  day  of  his  initial  enrollment 
period  and  does  not  become  so  entitled  during  the  first  3  months 
of  such  period,  his  enrollment  shall  be  deemed  to  have  occurred  in 
the  month  in  which  he  files  the  application  establishing  his  entitle- 
ment to  hospital  insurance  benefits  provided  such  filing  occurs 
during  the  last  4  months  of  his  initial  enrollment  period ;  and 

(3)  in  the  case  of  an  individual  who  would  otherwise  satisfy 
subsection  (f )  but  does  not  establish  his  entitlement  to  hospital 
insurance  benefits  until  after  the  last  day  of  his  initial  enroll- 
ment period  (as  defined  in  subsection  (d)  of  this  section),  his 
enrollment  shall  be  deemed  to  have  occurred  on  the  first  day  of 
the  earlier  of  the  then  current  or  immediately  succeeding  general 
enrollment  period  (as  defined  in  subsection  (e)  of  this  section), 
(h)  In  any  case  where  the  Secretary  finds  that  an  individual's 
enrollment  or  nonenrollment  in  the  insurance  program  established  by 
this  part  or  part  A  pursuant  to  section  1818  is  unintentional,  inad- 
vertent, or  erroneous  and  is  the  result  of  the  error,  misrepresentation, 
or  inaction  of  an  officer,  employee,  or  agent  of  the  Federal  Govern- 
ment, or  its  instrumentalities,  the  Secretary  may  take  such  action  (in- 
cluding the  designation  for  such  individual  of  a  special  initial  or 
subsequent  enrollment  period,  with  a  coverage  period  determined  on 
the  basis  thereof  and  with  appropriate  adjustments  of  premiums)  as 
may  be  necessary  to  correct  or  eliminate  the  effects  of  such  error,  mis- 
representation, or  inaction. 

******* 

TITLE  XX— GRANTS  TO  STATES  FOE  SERVICES 
******* 

Program  Reporting 

Sec.  2003.  (a)  Each  State  which  participates  in  the  program  estab- 
lished bv  this  title  shall  make  such  reports  concerning  its  use  of  Fed- 
eral social  services  funds  as  the  Secretary  may  by  regulation  provide. 

(b)  Each  State  which  participates  in  the  program  established  by 
this  title  shall  assure  that  the  as^re^ate  expenditures  from  appropri- 
ated funds  from  the  State  and  political  subdivisions  thereof  for  the 
provision  of  services  during  each  services  program  vear  (as  established 
under  the  requirements  of  section  2002(a)  (3) )  with  respect  to  which 
payment  is  made  under  section  2002  is  not  less  than  the  aggregate 
expenditures  from  such  appropriated  funds  for  the  provision  of  those 
services  during  the  fiscal  vear  ending:  June  30,  1973,  or  the  fiscal  year 
ending  June  30,  1974,  with  respect  to  which  pavment  was  made  under 
the  plan  of  the  State  approved  under  title  I,  VI,  X,  XIV,  or  XVI,  or 
part  A  of  title  IV.  whichever  is  less,  except  that  the  reouirements  of 
this  subsection  shall  not  apply  to  any  State  for  any  services  program 
year  if  the  pavment  to  the  State  under  section  2002,  for  each  fiscal  year 
anv  part  of  which  is  included  in  that  services  program  year,  with 
respect  to  expenditures  other  than  expenditures  for  personnel  training 
or  retaining  directly  related  to  the  provision  of  services,  enuals  the 
allotment  of  the  State  for  that  fiscal  year  under  section  2002(a)  (2). 
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(c)  (1)  If  the  Secretary,  after  reasonable  notice  ?nd  an  opportunity 
for  a  hearing  to  the  State,  finds  that  there  is  a  substantial  failure  to 
comply  with  any  of  the  requirements  imposed  by  subsections  (a)  and 
(b)  of  this  section,  he  shall,  except  as  provided  in  paragraph  (2), 
notify  the  State  that  further  payments  will  not  be  made  to  the  State 
under  section  2002  until  he  is  satisfied  that  there  will  no  longer  be  any 
such  failure  to  comply,  and  until  he  is  so  satisfied  he  shall  make  no 
further  payments  to  the  State. 

(2)  The  Secretary  may  suspend  implementation  of  any  termina- 
tion of  payments  under  paragraph  (1 )  for  such  period  as  he  determines 
appropriate  and  instead  reduce  the  amount  otherwise  payable  to  the 
State  under  section  2002  for  expenditures  during  that  period  by  3  per 
centum  for  each  of  subsections  (a)  and  (b)  of  this  section  with  respect 
to  which  there  was  a  finding  of  substantial  noncompliance  and  with 
respect  to  which  he  is  not  yet  satisfied  that  there  will  no  longer  be  any 
such  failure  to  comply. 

(d)  (1)  Each  State  which  participates  in  the  program  established 
by  this  title  shall  have  a  plan  applicable  to  its  program  for  the  provi- 
sion of  the  services  described  in  section  2002(a)  (1)  which — 

(A)  provides  that  an  opportunity  for  a  fair  hearing  before 
the  appropriate  State  agency  will  be  granted  to  any  individual 
whose  claim  for  any  service  described  in  section  2002(a)(1)  is 
denied  or  is  not  acted  upon  with  reasonable  promptness; 

(B)  provides  that  the  use  or  disclosure  of  information  ob- 
tained in  connection  with  administration  of  the  State's  program 
for  the  provision  of  the  services  described  in  section  2002(a)  (1) 
concerning  applicants  for  and  recipients  of  those  services  will  be 
restricted  to  purposes  directly  connected  with  the  administration 
of  that  program,  the  plan  of  the  State  approved  under  part  A  of 
title  IV,  the  plan  of  the  State  developed  under  part  B  of  that 
title,  the  supplemental  security  income  program  established  by 
title  XVI,  [or]  the  plan  of  the  State  anproved  under  title 
XIX,  or  any  audit  or  similar  activity  conducted  in  connection 
urith  the  administration  of  any  such  plan  or  program,  by  any 
governmental  entity  ( including  am/  legislative  bodv  or  component 
or  instrumentality  thereof)  ivhich  is  authorized  by  lauy  to  con- 
duet  such  audit  or  activity ; 

(C)  provides  for  the  designation  by  the  chief  executive  officer 
of  the  State  or  as  otherwise  provided  by  the  laws  of  the  State,  of 
an  appropriate  agency  which  will  administer  or  supervise  the 
administration  of  the  State's  program  for  the  provision  of  the 
services  described  in  section  2002(a)  (1)  ; 

(D)  provides  that  the  State  will,  in  the  administration  of  its 
program  for  the  provision  of  the  services  described  in  section 
2002(a)  (1),  use  such  methods  relating  to  the  establishment  and 
maintenance  of  personnel  standards  on  a  merit  basis  as  are  found 
by  the  Secretary  to  be  necessary  for  the  proper  and  efficient  op- 
eration of  the  program,  except  that  the  Secretary  shall  exercise 
no  authority  with  respect  to  the  selection,  tenure  of  office,  or  com- 
pensation of  any  individual  employed  in  accordance  with  such 
methods ; 

(E)  provides  that  no  durational  residency  or  citizenship 
requirement  will  be  imposed  as  a  condition  to  participation  in 
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the  program  of  the  State  tor  the  provision  of  the  services  de- 
scribed in  section  2002(a)  (1)  : 

(F)  provides,  if  the  State  program  for  the  provision  of  the 
services  described  in  section  2002(a  )  (1)  includes  services  to  in- 
dividuals living  in  institutions  or  foster  homes,  for  the  estab- 
lishment or  designation  of  a  State  authority  or  authorities  "which 
shall  be  responsible  for  establishing  and  maintaining  standards 
for  such  institutions  or  homes  which  are  reasonaly  in  accord 
with  recommended  standards  of  national  organizations  concerned 
with  standards  for  such  institutions  or  homes,  including  stand- 
ards related  to  admissions  policies,  safety,  sanitation,  and  pro- 
tection of  civil  rights : 

(Gr)  provides,  if  the  State  program  for  the  provision  of  the 
services  described  in  section  2002(a)  (1)  includes  child  dav  care 
services,  for  the  establishment  or  designation  of  a  State  authority 

*  *  *  #  *  *  * 

the  State  for  services  to  the  asfed.  blind,  or  disabled  related  to  blind 
individuals  may  be  designated  to  administer  or  supervise  the  adminis- 
tration of  the  portion  of  the  State's  program  for  the  provision  of  the 
services  described  in  section  2002(a)  (1)  related  to  blind  individuals 
and  a  separate  State  agency  may  be  designated  to  administer  or  su- 
pervise the  administration  of  the  rest  of  the  program:  and  in  such 
case  the  part  of  the  program  which  each  agency  administers,  or  the 
administration  of  which  each  agency  supervises,  shall  be  regarded  as 
a  separate  program  for  the  provision  of  the  services  described  in  sec- 
tion 2002(a)  (1)  for  purposes  of  this  title.  The  date  selected  by  the 
State  pursuant  to  section  2004(1)  as  the  beginning:  of  the  services  pro- 
gram year  for  each  of  the  separate  programs  shall  be  the  same. 

(2)  The  Secretary  shall  approve  any  plan  which  complies  with  the 
provisions  of  paragraph  (1) . 

(e)  (1)  Xo  payment  may  be  made  under  section  2002  to  any  State 
which  does  not  have  a  plan  approved  under  subsection  (g) . 

(2)  In  the  case  of  any  State  plan  which  has  been  approved  by  the 
Secretary  under  subsection  Cd).  if  the  Secretary,  after  reasonable  no- 
tice and  an  opportunity  for  a  hearing  to  the  State,  finds — 

(A)  that  the  plan  no  longer  complies  with  the  provisions  of 
subsection  (d)  (1).  or 

(B)  that  in  the  administration  of  the  plan  there  is  a  substan- 
tial failure  to  comply  with  any  such  provision. 

the  Secretary  shall,  except  as  provided  in  paragraph  (3).  notify  the 
State  that  further  payments  will  not  be  made  to  the  State  under  sec- 
tion 2002  until  he  is  satisfied  that  there  will  no  longer  be  any  such 
failure  to  comply,  and  until  he  is  so  satisfied  he  shall  make  no  further 
payments  to  the  State. 

(3)  The  Secretary  may  suspend  implementation  of  any  termination 
of  payments  under  paragraph  (2)  for  such  period  as  he  determines 
appropriate  and  instead  reduce  the  amount  otherwise  payable  to  the 
State  under  section  2002  for  expenditures  during  that  period  by  3 
percent  for  each  clause  of  subsection  (d)(1)  with  respect  to  which 
there  is  a  finding  of  noncompliance  and  with  respect  to  which  he  is  not 
yet  satisfied  that  there  will  no  longer  be  any  such  failure  to  comply. 
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(f)  The  provisions  of  section  333  of  the  Comprehensive  Alcohol 
Abuse  and  Alcoholism  Prevention,  Treatment,  and  Rehabilitation 
Act  of  1970  shall  be  applicable  to  services  provided  by  any  State  pur- 
suant to  this  title  with  respect  to  individuals  suffering  from  drug 
addiction  or  alcoholism. 

*  *  *  _  *  *  *  * 

SELECTED  PROVISIONS  OF  THE  INTERNAL 
REVENUE  CODE  OF  1954 

26  U.S.C.  1— 

Subtitle  C — Employment  Taxes 

*  *  *  *  *  *  * 

SUBCHAPTER  C— GENERAL  PROVISIONS 

SEC.  3121.  DEFINITIONS. 

(a)  Wages. — For  purposes  of  this  chapter,  the  term  "wages"  means 
all  remuneration  for  employment,  including  the  cash  value  of  all  re- 
muneration paid  in  any  medium  other  than  cash ;  except  that  such  term 
shall  not  include — 

*  *  *  *  *  *  * 

(6)  the  payment  by  an  employer  (without  deduction  from  the 
remuneration  of  the  employee)  — 

[(A)  of  the  tax  imposed  upon  an  employee  under  section 
3101  (or  the  corresponding  section  of  prior  law) ,  or] 

*  *  *  *  *  *  * 

(A)  of  the  tax  imposed  upon  an  employee  under  section 
3101  for  ivages  paid  far  domestic  service  in  a  private  home  of 
the  employer,  or 

(1)  by  which  the  contributions  paid  by  such  organization  (or 
group)  with  respect  to  a  period  before  the  election  provided  by 
section  3309(a)  (2),  exceed 

(2)  the  unemployment  compensation  for  the  same  period  which 
was  charged  to  the  experience-rating  account  of  such  organiza- 
tion (or  group)  or  paid  under  the  State  law  on  the  basis  of  wages 
paid  by  it  or  service  performed  in  its  employ,  whichever  is 
appropriate. 

(g)  Transitional  Rule  for  Unemployment  Compensation 
Amendments  of  1976. — To  facilitate  the  orderly  transition  to  cover- 
age of  service  to  which  section  3309(a)  (1)  (A)  applies  by  reason  of 
the  enactment  of  the  Unemployment  Compensation  Amendments  of 
1976,  a  State  law  may  provide  that  an  organization  (or  group  of 
organizations)  which  elects,  when  such  election  first  becomes  avail- 
able under  the  State  law  with  respect  to  such  service,  to  make  pay- 
ments (in  lieu  of  contributions)  into  the  State  unemployment  fund 
as  provided  in  section  3309(a)  (2),  and  which  had  paid  contributions 
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into  such  fund  under  the  State  law  with  respect  to  such  service  per- 
formed in  its  employ  before  the  date  of  the  enactment  of  this  sub- 
section, is  not  required  to  make  any  such  payment  (in  lieu  of  con- 
tributions) on  account  of  compensation  paid  after  its  election  as 
heretofore  described  which  is  attributable  under  the  State  law  to 
such  service  performed  in  its  employ,  until  the  total  of  such  compen- 
sation equals  the  amount — 

(1)  by  which  the  contributions  paid  by  such  organization  (or 
group)  on  the  basis  of  wages  for  such  service  with  respect  to  a 
period  before  the  election  provided  by  section  3309(a)  (2),  exceed 

(2)  the  unemployment  compensation  for  the  same  period  which 
was  charged  to  the  experience -rating  accounting  of  such  organiza- 
tion (or  group)  or  paid  under  the  State  law  on  the  basis  of  such 
service  performed  in  its  employ  or  wages  paid  for  such  service, 
whichever  is  appropriate. 

SEC.  3304.  APPROVAL  OF  STATE  LAWS. 

*  *  *  *  *  *  * 

(17)  (A)  wage  and  other  relevant  information  (including 
amounts  earned,  period  for  ivhich  reported,  and  name  and  ad- 
dress of  employer) ,  with  respect  to  an  individual,  contained  in  the 
records  of  the  agency  administering  the  State  law  which  is  neces- 
sary (as  jointly  determining  by  the  Secretary  of  Labor  and  the 
Secretary  of  Health,  Education,  and  Welfare  in  regulations)  for 
purposes  of  establishing,  determining  the  amount  of,  or  enforcing, 
such  individuals  child  support  obligations  tvhich  the  State  has 
undertaken  to  enforce  pursuant  to  a  State  plan  described  in  sec- 
tion 454  of  the  Social  Security  Act  which  has  been  approved  by 
such  Secretary  under  part  D  of  title  IV  of  such  Act,  and  which  in- 
formation is  specifically  requested  by  such  State  or  political  sub- 
division for  such  purposes,  and 

(B)  such  safeguards  are  established  as  are  necessary  (as  deter- 
mined by  the  Secretary  of  Health,  Education,  and  Welfare  in 
regulations)  to  insure  thai  such  information  is  used  only  for  the 
purposes  authorized  under  subparagraph  (A) ; 

[(17)]  (18)  all  the  rights,  privileges,  or  immunities  conferred 
by  such  law  or  by  acts  done  pursuant  thereto  shall  exist  subject 
to  the  power  of  the  legislature  to  amend  or  repeal  such  law  at  any 
time.1 

******* 

Subtitle  F— Procedure  and  Administration 

*  *         *         *         *         *  * 

CHAPTER  61 — INFORMATION  AND  RETURNS 

SEC.  6103.  CONFIDENTIALITY  AND  DISCLOSURE  OF  RE- 
TURNS AND  RETURN  INFORMATION. 

(a)  General  Rule.— Returns  and  return  information  shall  be 
confidential,  f»n^  except  as  a^thori-prl  hv  +*ns  flflp— 

(1)  no  officer  or  employee  of  the  United  States, 
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<9\  no  officer  or  employee  of  any  State  or  of  any  local  child 
support  entrant  agency  who  iL  or  had  access  to  returns  or 
r1k?  -Wee  thereof)  who  has 

orhad  acct£  toPretarns  or  return  information  under  subsection 
feWl)  (D)  (iii),  subsection  (m)  (4)  (B),  or  subsection  (n) 
eh  a  1 1  H  i  sclose  any  return  or  return  information  obtained  by  him  in  any 
SS™Kn^th  his  sendee  as  such  an  officer  or  an  employee 
rXerwise  or  under  the  provisions  of  this  section.  For  purposes  of 
tnisrubslction'the  term  "officer  or  employee"  includes  a  former  officer 
or  employee. 


(1)  Disclosure  of  Returns  and  Return  Information  for  Pur- 
poses Other  Than  Tax  Administration.— 

(1)  Disclosure  of  certain  returns  and  return  information 
to  social  security  administration  and  railroad  retirement 
board. — The  Secretary  may,  upon  written  request,  disclose  returns 
and  return  information  with  respect  to— 

(A)  taxes  imposed  by  chapter  2,  21,  and  24,  to  the  Social 
Security  Administration  for  purposes  of  its  administration 
of  the  Social  Security  Act; 

(B)  a  plan  to  which  part  I  of  subchapter  D  of  chapter  1 
applies,  to  the  Social  Security  Administration  for  purposes 
of  carrying  out  its  responsibility  under  section  1131  of  the 
Social  Security  Act,  limited,  however  to  return  information 
described  in  section  6057  (d)  ;  and 

(C)  taxes  imposed  by  chapter  22,  to  the  Railroad  Retire- 
ment Board  for  purposes  of  its  administration  of  the  Railroad 
Retirement  Act. 


******* 

(5)  Department  of  health,  education,  and  welfare. — 
Upon  written  request  by  the  Secretary  of  Health,  Education, 
and  Welfare,  the  Secretary  may  disclose  information  returns 
filed  pursuant  to  part  III  of  subchapter  A  of  chapter  61  of 
this  subtitle  for  the  purpose  of  carrying  out,  in  accordance 
with  an  agreement  entered  into  pursuant  to  section  232  of  the 
Social  Security  Act,  an  effective  return  processing  program. 

(6)  Disclosure  of  return  information  to  federal,  state, 
and  local  child  support  enforcement  agencies.  

(A)  Return  information  from  internal  revenue 
service. — The  Secretary  may,  upon  written  request,  dis- 
close to  the  appropriate  Federal,  State,  or  local  child  sup- 
port enforcement  agency — 

(i)  available  return  information  from  the  master 
files  of  the  Internal  Revenue  Service  relating  to  the 
address,  filing  status,  amounts  and  nature  of  income, 
and  the  number  of  dependents  reported  on  any  re- 
turn filed  by,  or  with  respect  to,  any  individual  with 
respect  to  whom  child  support  obligations  are  sought 
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to  be  established  or  enforced  pursuant  to  the  provi- 
sions of  part  D  of  title  IV  of  the  Social  Security  Act 
and  with  respect  to  any  individual  to  whom  such  sup- 
port obligations  are  owing,  and 

(ii)  available  return  information  reflected  on  any 
return  filed  by,  or  with  respect  to,  any  individual 
described  in  clause  (i)  relating  to  the  amount  of  such 
individual's  gross  income  (as  defined  in  section  61) 
or  consisting  of  the  names  and  addresses  of  payors 
of  such  income  and  the  names  of  any  dependents  re- 
ported on  such  return,  but  only  if  such  return  in- 
formation is  not  reasonably  available  from  any  other 
source. 

(B)  Restriction  on  disclosure. — The  Secretary  shall 
disclose  return  information  under  subparagraph  (A) 
only  for  purposes  of,  and  to  the  extent  necessary  in, 
establishing  and  collecting  child  support  obligations 
from,  and  locating,  individuals  owing  such  obligations. 
(7)  Disclosure  of  certain  return  information  to  De- 
partment of  Health,  Education,  and  Welfare  and  to  State 
and  local  welfare  agencies.  

(A)  Disclosure  by  Social  Security  Administration 
to  Department  of  Health,  Education,  and  Welfare. — 

•  Officers  and  employees  of  the  Social  Security  Adminis- 
tration shall,  upon  request,  disclose  return  information 
with  respect  to  net  earnings  from  self\employment  (as 
defined  in  section  14-02 (a))  and  wages  (as  defined  in 
section  3121  (a) ,  or  3401(a) ) ,  which  has  been  disclosed  to 
them  as  provided  by  paragraph  (1)  (A)  of  this  subsec- 
tion* to  other  officers  and  employees  of  the  Department 
of  Health,  Education,  and  Welfare  for  a  necessary  pur- 
pose described  in  section  463(a)  of  the  Social  Security 
Act. 

(B)  Disclosure  by  Social  Security  Administration 
directly  to  State  and  local  agencies. — Officers  and  em- 
ployees of  the  Social  Security  Administration  shall 
upon  ivritten  request,  disclose  return  information  with 
respect  to  net  earnings  from  self -employment  (as  defined 
m  section  1402(a)  and  wages  as  defined  in  section  3121 
(a),  or  3401(a)),  which  has  been  disclosed  to  them-  as 
provided  by  paragraph  (1)  (A)  of  this  subsection, 
directly  to  officers  and  employees  of  an  appropriate  State 
or  local  agency,  body,  or  commission  for  a  necessaiy  pur- 
pose described  in  section  463(a)  of  the  Social  Security 
Act. 

(C)  Disclosure  by  agency  administering  State  un- 
employment compensation  laws. — Officers  and  employees 
of  a  State  agency,  body,  or  commission  which  is  charged 
under  the  laws  of  such  State  tvith  the  responsibility  for 
the  administration  of  State  unemployment  compensation 
laws  approved  by  the  Secretary  of  Labor  as  provided  by 
section  3304  shall,  upon  written  request,  disclose  return 
information  with  respect  to  wages  (as  defined  in  section 
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8306(h))  which  has  been  disclosed  to  them  as  provided 
by  this  title  directly  to  officers  and  employees  of  an  ap- 
propriate State  or  local  agency,  body,  or  commission  for 
a  necessary  purpose  described  in  section  3304(a)  (16)  or 
{17). 


(n)  Certain  Other  Persons. — Pursuant  to  regulations  prescribed 
by  the  Secretary,  returns  and  return  information  may  be  disclosed  to 
any  person,  including  any  person  described  in  section  7513(a),  to  the 
extent  necessary  in  connection  with  the  processing,  storage,  transmis- 
sion, and  reproduction  of  such  returns  and  return  information,  and 
the  programming,  maintenance,  repair,  testing,  and  procurement  of 
equipment,  for  purposes  of  tax  administration. 

(n)  Certain  Other  Persons. — Pursuant  to  regulations  prescribed 
by  the  Secretary — 

(1)  returns  and  return  information  may  be  disclosed  to  any 
person,  including  any  person  described  in  section  7513(a),  to  the 
extent  necessary  in  connection  with  the  processing,  storage, 
transmission,  and  reproduction  of  such  returns  and  return  in- 
formation, and  the  programming,  maintenance,  repair,  testing, 
and  procurement  of  equipment,  for  purposes  of  tax  administra- 
tion, and 

(2)  return  information  disclosed  to  officers  or  employees  of  a 
State  or  local  agency,  body,  or  commission  as  provided  in  subsec- 
tion (1)  (7)  may  be  disclosed  by  such  officers  or  employees  to  any 
person  to  the  extent  necessary  in  connection  with  the  processing 
and  utilization  of  such  return  information  for  a  necessary  pur- 
pose described  in  section  463(a)  of  the  Social  Security  Act. 

(p)  Procedure  and  Kecordkeeping. — 


(3)  Records  of  inspection  and  disclosure. — 

(A)  System  of  recordkeeping. — Except  as  otherwise  pro- 
vided by  this  paragraph,  the  Secretary  shall  maintain  a  per- 
manent system  of  standardized  records  or  accountings  of  all 
requests  for  inspection  or  disclosure  of  returns  and  return 
information  (including  the  reasons  for  and  dates  of  such  re- 
quests) and  of  returns  and  return  information  inspected  or 
disclosed  under  this  section.  Notwithstanding  the  provisions 
of  section  552a  (c)  of  title  5,  United  States  Code,  the  Secre- 
tary shall  not  be  required  to  maintain  a  record  or  accounting 
of  requests  for  inspection  or  disclosure  of  returns  and  return 
information,  or  of  returns  and  return  information  inspected 
or  disclosed,  under  the  authority  of  subsections  (c),  (e),  (h) 
(1),  (3)  (A),  or  (4),  (i)  (4)  or  (6)  (A)  (ii),  (k)  (1),  (2),  or 
(6),C(1)  (1)  or  (4)(B)  or  (5)3  (I)  (1),  (4)(B),  (5),  or  (7), 
(m) ,  or  (n) .  The  records  or  accountings  required  to  be  main- 
tained under  this  paragraph  shall  be  available  for  examina- 
tion by  the  Joint  Committee  on  Taxation  or  the  Chief  of  Staff 
of  such  joint  committee.  Such  record  or  accounting  shall  also 
be  available  for  examination  by  such  person  or  persons  as 
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may  be,  but  only  to  the  extent,  authorized  to  make  such  ex- 
amination under  section  552a (c)  (3)  of  title  5,  United  States 
Code. 

*  *  *  *  *  *  * 

(4)  Safeguards. — Any  Federal  agency  described  in  subsection 
(h)(2),  (i)(l),  (2),  or" (5),  (j)(l)  or  '(2),  (J)(l),  (2),  or  (5), 
or  (o)  (1),  the  General  Accounting  Office,  or  any  [agency,  body, 
or  commission  described  in  subsection  (d)  or  (1)  (3)  or  (6)] 
agency,  tody,  or  commission  described  in  subsection  (d)  or  (1) 
(3),  (6"),  or  (7)  shall,  as  a  condition  for  receiving  returns  or  re- 
turn information — 

(A)  establish  and  maintain,  to  the  satisfaction  of  the  Sec- 
retary, a  permanent  system  of  standardized  records  with  re- 
spect to  any  request,  the  reason  for  such  request,  and  the  date 
of  such  request  made  by  or  of  it  and  any  disclosure  of  return 
or  return  information  made  by  or  to  it ; 

(B)  establish  and  maintain,  to  the  satisfaction  of  the  Sec- 
retary, a  secure  area  or  place  in  which  such  returns  or  return 
information  shall  be  stored ; 

(C)  restrict,  to  the  satisfaction  of  the  Secretary,  access  to 
the  returns  or  return  information  only  to  persons  whose  duties 
or  responsibilities  require  access  and  to  whom  disclosure  may 
be  made  under  the  provisions  of  this  title ; 

(D)  provide  such  other  safeguards  which  the  Secretary 
determines  (and  which  he  prescribes  in  regulations)  to  be 
necessary  or  appropriate  to  protect  the  confidentiality  of  the 
returns  or  return  information  ; 

(E)  furnish  a  report  to  the  Secretary,  at  such  time  and 
containing  such  information  as  the  Secretary  may  prescribe, 
which  describes  the  procedures  established  and  utilized  by 
such  agency,  body,  or  commission  or  the  General  Accounting 
Office  for  ensuring  the  confidentiality  of  returns  and  return 
information  required  by  this  paragraph ;  and 

(F)  upon  completion  of  use  of  such  returns  or  return 
information — 

(i)  in  the  case  of  [an  agency,  body,  or  commission 
described  in  subsection  (d)  or  (i)  (6)1  an  agency,  body, 
or  commission  described  in  subsection  (d)  or  (I)  (6)  or 
(7) ,  return  to  the  Secretary  such  returns  or  return  infor- 
mation (along  with  any  copies  made  therefrom)  or  make 
such  returns  or  return  information  undisclosable  in  any 
manner  and  furnish  a  written  report  to  the  Secretary 
describing  such  manner ;  and 

(ii)  in  the  case  of  an  agency  described  in  subsections 
(h)(2),  (i)  (1),  (2),  or  (5),  (j)  (1)  or  (2)  (1)  (1), 
(2),  or  (5),  or  (o)  (1),  the  commission  described  in  sub- 
section (1)  (3) ,  or  the  General  Accounting  Office,  either— 

(I)  return  to  the  Secretary  such  returns  or  return 
information  (along  with  any  copies  made  there- 
from), 

(II)  otherwise  make  such  returns  or  return  infor- 
mation undisclosable,  or 
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(III)  to  the  extent  not  so  returned  or  made  undis- 
closable,  ensure  that  the  conditions  of  subparagraphs 
(A),  (B),  (C),  (D),and  (E)  of  this  paragraph  con- 
tinue to  be  met  with  respect  to  such  returns  or  re- 
turn information, 
except  that  the  conditions  of  subparagraphs  (A),  (B),  (C),  (D), 
and  (E)  shall  cease  to  apply  with  respect  to  any  return  or  return 
information  if,  and  to  the  extent  that,  such  return  or  return  infor- 
mation is  disclosed  in  the  course  of  any  judicial  or  administrative 
proceeding  and  made  a  part  of  the  public  record  thereof.  If  the 
Secretary  determines  that  any  such  agency,  body,  or  commission 
or  the  General  Accounting  Office  has  failed  to,  or  does  not,  meet 
the  requirements  of  this  paragraph,  he  may,  after  any  proceedings 
for  review  established  under  paragraph  (7),  take  such  actions  as 
are  necessary  to  ensure  such  requirements  are  met,  including  refus- 
ing to  disclose  returns  or  return  information  to  such  agency,  body, 
or  commission  or  the  General  Accounting  Office  until  he  deter- 
mines that  such  requirements  have  been  or  will  be  met. 

******* 

SEC.  7213.  UNAUTHORIZED  DISCLOSURE  OF  INFORMA- 
TION. 

(a)  Returns  and  Return  Information. — 

*  *  *  *  *  *  * 

(2)  State  and  other  employees. — It  shall  be  unlawful  for  any 
officer,  employee,  or  agent,  or  former  officer,  employee,  or  agent, 
of  any  State  (as  denned  in  section  6103(b)  (5)),  any  local  child 
support  enforcement  agency  or  any  educational  institution  will- 
fully to  disclose  to  any  person,  except  as  authorized  in  this  title, 
any  return  or  return  information  (as  defined  in  section  6103(b) ) 
acquired  by  him  or  another  person  under  subsection  [(d),  (1)  (6) , 
or  (m)(4)(B)]  subsection  (d),  (I)  (£),  or  (7)  or  (m)  U)  (B) 
of  section  6103.  Any  violation  of  this  paragraph  shall  be  a  felony 
punishable  by  a  fine  in  any  amount  not  exceeding  $5,000,  or  im- 
prisonment of  not  more  than  5  years,  or  both,  together  with  the 
costs  of  prosecution. 

*  *****  * 

Excerpts  From  Public  Law  93-66,  As  Amended 

*  *  *  *  *  *  • 


TITLE  II— PROVISIONS  RELATING  TO  THE  SOCIAL 
SECURITY  ACT 
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Part  B — Provisions  Relating  to  Federal  Program  of 
Supplemental  Security  Income 

******* 

Supplemental  Security  Income  Benefits  For  Essential  Persons 

Sec;  211.  (a)  (1)  In  determining  (for  purposes  of  Title  XVI  of  the 
Social  Security  Act,  as  in  effect  after  December  1973)  the  eligibility 
for  and  the  amount  of  the  supplemental  security  income  benefit  pay- 
able to  any  qualified  individual  (as  defined  in  subsection  (b)),  with 
respect  to  any  period  for  which  such  individual  has  in  his  home  an 
essential  person  (as  defined  in  subsection  (c) )  — 

(A)  the  dollar  amounts  specified  in  subsection  (a)  (1)  (A)  and 
(2)  (A),  and  subsection  (b)  (1)  and  (2),  of  section  1611  of  such 
Act,  shall  each  be  increased  by  $876  for  each  such  essential  person, 
and 

(B)  the  income  and  resources  of  such  individual  shall  (for  pur- 
poses of  such  title  XVI)  be  deemed  to  include  the  income  and 
resources  of  such  essential  person : 

except  that  the  provisions  of  this  subsection  shall  not.  in  the  case  of 
any  individual,  be  applicable  for  any  period  which  begins  in  or  after 
the  first  month  that  such  individual — 

(C)  does  not  but  would  (except  for  the  provisions  of  sub- 
paragraph (B))  meet — 

(i)  the  criteria  established  with  respect  to  income  in  sec- 
tion 1611  (a)  of  such  Act.  or 

(ii)  the  criteria  established  with  respect  to  resources  by 
such  section  1611(a),  (or,  if  applicable,  by  section  1611(g) 
of  such  Act ) . 

(2)  The  provisions  of  section  1611(g)  of  the  Social  Security  Act 
(as  in  effect  after  December  1973)  shall,  in  the  case  of  any  qualified 
individual  (as  defined  in  subsection  (b)),  be  applied  so  as  to  include, 
in  the  resources  of  such  individual,  the  resources  of  any  person  (de- 
scribed in  subsection  (b)(2))  whose  needs  were  taken  into  account 
in  determining  the  need  of  such  individual  for  the  aid  or  assistance 
referred  to  in  subsection  (b)  (1) . 

(b)  For  purposes  of  this  section,  an  individual  shall  be  a  "qualified 
individual"  only  if — 

(1)  for  the  month  of  December  1973  such  individual  was  a 
recipient  of  aid  or  assistance  under  a  State  plan  approved  under 
title  I,  X,  XIV.  or  XVI  of  the  Social  Security  Act.  and 

(2)  in  determining  the  need  of  such  individual  for  such  aid 
or  assistance  for  such  month  under  such  State  plan,  there  were 
taken  into  account  the  needs  of  a  person  (other  than  such  indi- 
vidual) who — 

(A)  was  living  in  the  home  of  such  individual,  and 

(B)  was  not  eligible  (in  his  or  her  own  right)  for  aid  or 
assistance  under  such  State  plan  for  such  month. 

(c)  The  term  "essential  person",  when  used  in  connection  with  any 
qualified  individual,  means  a  person  who — 

(1)  for  the  month  of  December  1973  was  a  person  (described 
in  subsection  (b)(2))  whose  needs  were  taken  into  account  in 
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determining  the  need  of  such  individual  for  aid  or  assistance  under 
a  State  plan  referred  to  in  subsection  (b)  (1)  as  such  State  plan 
was  in  effect  for  June  1973, 

(2)  lives  in  the  home  of  such  individual, 

(3)  is  not  eligible  (in  his  or  her  own  right)  for  supplemental 
security  income  benefits  under  title  XVI  of  the  Social  Security 
Act  (as  in  effect  after  December  1973) ,  and 

(4)  is  not  the  eligible  spouse  (as  that  term  is  used  in  such  title 
XVI)  of  such  individual  or  any  other  individual. 

If  for  any  month  after  December  1973  any  person  fails  to  meet  the 
criteria  specified  in  paragraph  (2),  (3),  or  (4)  of  the  preceding  sen- 
tence, such  person  shall  not,  for  such  month  or  any  month  thereafter 
be  considered  to  be  an  essential  person. 

Mandatory  Minimum  State  Supplementation  of 
SSI  Benefits  Program 

Sec.  212.  (a)  (1)  In  order  for  any  State  (other  than  the  Common- 
wealth of  Puerto  Rico,  Guam,  or  the  Virgin  Islands  (to  be  eligible  for 
payments  pursuant  to  title  XIX,  with  respect  to  expenditures  for  any 
quarter  beginning  after  December  1973,  such  State  must  have  in  effect 
an  agreement  with  the  Secretary  of  Health,  Education,  and  Welfare 
(hereinafter  in  this  section  referred  to  as  the  "Secretary")  whereby 
the  State  will  provide  to  individuals  residing  in  the  State  supple- 
mentary payments  as  required  under  paragraph  (2). 

(2)  Any  agreement  entered  into  by  a  State  pursuant  to  paragraph 
(1)  shall  provide  that  each  individual  who — 

(A)  is  an  aged,  blind,  or  disabled  individual  (within  the 
meaning  of  section  1614(a)  of  the  Social  Security  Act,  as  enacted 
by  section  301  of  the  Social  Security  Amendments  of  1972),  and 

(B)  for  the  month  of  December  1973  was  a  recipient  of  (and 
was  eligible  to  receive)  aid  or  assistance  (in  the  form  of  money 
payments)  under  a  State  plan  of  such  State  (approved  under 
title  I,  X,  XIV,  or  XVI,  of  the  Social  Security  Act) 

shall  be  entitled  to  receive,  from  the  State,  the  supplementary  pay- 
ments described  in  paragraph  (3)  for  each  month,  beginning  with 
January  1974,  and  ending  with  whichever  of  the  following  first  occurs : 

(C)  the  month  in  which  such  individual  dies,  or 

(D)  the  first  month  in  which  such  individual  ceases  to  meet  the 
condition  specified  in  subparagraph  ( A)  ; 

except  that  no  individual  shall  be  entitled  to  receive  such  supple- 
mentary payment  for  any  month,  if,  for  such  month,  such  individual 
was  ineligible  to  receive  supplemental  income  benefits  under  title 
XVI  of  the  Social  Security  Act  by  reason  of  the  provisions  of  section 
1611(e)  (1)  (A),  (2),  or  (3),  16li(f),  or  1615(c)  of  such  Act. 

(3)  (A)  The  supplementary  payment  referred  to  in  paragraph  (2) 
which  shall  be  paid  for  any  month  to  any  individual  who  is  entitled 
thereto  under  an  agreement  entered  into  pursuant  to  this  subsection, 
shall  (except  as  provided  in  subparagraph  (D)  and  (E))  be  an 
amount  equal  to  (i)  the  amount  by  which  such  individual's  "December 
1973  income"  (as  determined  under  subparagraph  (B) )  exceeds  the 
amount  of  such  individual's  "title  XVI  benefit  plus  other  income''  (as 
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determined  under  subparagraph  (C))  for  such  month,  or  (ii)  if 
greater,  such  amount  as  the  State  may  specify. 

(B)  For  purposes  of  subparagraph  (A),  an  individual's  "December 
1973  income''  means  an  amount  equal  to  the  aggregate  of — 

(i)  the  amount  of  the  aid  or  assistance  (in  the  form  of  money 
payments)  which  such  individual  would  have  received  (including 
any  part  of  such  amount  which  is  attributable  to  meeting  the  needs 
of  any  other  person  whose  presence  in  such  individual's  home  is 
essential  to  such  individual's  well-being)  for  the  month  of  Decem- 
ber 1973  under  a  plan  (approved  under  title  I,  X,  XIV,  or  XVI, 
of  the  Social  Security  Act)  of  the  State  entering  into  an  agree- 
ment under  this  subsection,  if  the  terms  and  conditions  of  such 
plan  (relating  to  eligibility  for  and  amount  of  such  aid  or  assist- 
ance payable  thereunder)  were,  for  the  month  of  December  1973, 
the  same  as  those  in  effect,  under  such  plan,  for  the  month  of 
June  1973,  together  with  the  bonus  value  of  food  stamps  for 
January  1972,  as  defined  in  section  401(b)(3)  of  Public  Law 
92-603,  if,  for  such  month,  such  individual  resides  in  a  State 
which  provides  State  supplementary  payments  (I)  of  the  type 
described  in  section  1616(a)  of  the  Social  Security  Act,  and  (II) 
the  level,  of  which  has  been  found  by  the  Secretary  pursuant  to 
section  8  of  Public  Law  93-233  to  have  been  specifically  increased 
so  as  to  include  the  bonus  value  of  food  stamps,  and 

(ii)  the  amount  of  the  income  of  such  individual  (other  than 
the  aid  or  assistance  described  in  clause  (i) )  received  by  such 
individual  in  December  1973,  minus  any  such  income  which  did 
not  result,  but  which  if  properly  reported  would  have  resulted 
in  a  reduction  in  the  amount  of  such  aid  or  assistance. 

(C)  For  purposes  of  subparagraph  (A),  the  amount  of  an  individ- 
ual's 'title  XVI  benefit  plus  other  income"  for  any  month  means  an 
amount  equal  to  the  aggregate  of — 

(i)  the  amount  (if  any)  of  the  supplemental  security  income 
benefit  to  which  such  individual  is  entitled  for  such  month  under 
title  XVT  of  the  Social  Security  Act,  and 

(ii)  the  amount  of  any  income  of  such  individual  for  such 
month  (other  than  income  in  the  firm  of  a  benefit  described  in 
clause  (i)). 

(D)  If  the  amount  determined  under  subparagraph  (B)  (i)  in- 
cludes, in  the  case  of  any  individual,  an  amount  which  was  payable  to 
such  individual  solely  because  of — 

(i)  a  special  need  of  such  individual  (including  anv  special 
allowance  for  housing,  or  the  rental  value  of  housing  furnished 
in  kind  to  such  individual  in  lieu  of  a  rental  allowance)  which 
existed  in  December  1973,  or 

(ii)  any  special  circumstance  (such  as  the  recognition  of  the 
needs  of  a  person  whose  presence  in  such  individual's  home,  in 
December  1973,  was  essential  to  such  individual's  well-being). 

and,  if  for  any  month  after  December  1973  there  is  a  change  with 
respect  to  such  special  need  or  circumstance  which,  if  such  change 
had  exVed  in  December  1973.  the  amount  described  in  subnaragraph 
(B)  (i)  with  respect  to  such  individual  would  have  been  reduced  on 
account  of  such  change,  then,  for  such  months  and  for  each  month 
thereafter  the  amount  of  the  supplementary  payment  payable  under 
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the  agreement  entered  into  under  this  subsection  to  such  individual 
shall  (unless  the  State,  at  its  option,  otherwise  specifies)  be  reduced 
by  an  amount  equal  to  the  amount  by  which  the  amount  (described 
in  subparagraph  (B)  (i) )  would  have  been  so  reduced. 

(E)  (i)  In  the  case  of  an  individual  who,  for  December  1973  lived 
as  a  member  of  a  family  unit  other  members  of  which  received  aid 
(in  the  form  of  money  payments)  under  a  State  plan  of  a  State 
approved  under  part  A  of  title  IV  of  the  Social  Security  Act,  such 
State  at  its  option,  may  (subject  to  clause  (ii) )  reduce  such  individ- 
ual's December  1973  income  (as  determined  under  subparagraph  (B) ) 
to  such  extent  as  may  be  necessary  to  cause  the  supplementary  pay- 
ment (referred  to  in  paragraph  (2))  payable  to  such  individual  for 
January  1974  or  any  month  thereafter  to  be  reduced  to  a  level  designed 
to  assure  that  the  total  income  of  such  individual  (and  of  the  members 
of  such  family  unit)  for  any  month  after  December  1973  does  not 
exceed  the  total  income  of  such  individual  (and  of  the  members  of 
such  family  unit)  for  December  1973. 

(ii)  The  amount  of  the  reduction  (under  clause  (i) )  of  any  individ- 
ual's December  1973  income  shall  not  be  in  an  amount  which  would 
cause  the  supplementary  payment  (referred  to  in  paragraph  (2)) 
payable  to  such  individual  to  be  reduced  below  the  amount  of  such 
supplementary  payment  which  would  be  payable  to  such  individual 
if  he  had,  for  the  month  of  December  1973  not  lived  in  a  family, 
members  of  which  were  receiving  aid  under  part  A  of  title  IV  of  the 
Social  Security  Act,  and  had  had  no  income  for  such  month  other 
than  that  received  as  aid  or  assistance  under  a  State  plan  approved 
under  title  I,  X,  XIV,  or  XVI  of  the  Social  Security  Act. 

(If)  Any  State  having  an  agreement  toith  the  Secretary  under  para- 
graph (1)  may,  at  its  option,  include  individuals  recewina  benefits 
under  section  1619  of  the  Social  Security  Act,  or  who  would  be  eligible 
to  receive  such  benefits  but  for  their  income,  under  the  agreement  as 
though  they  are  aged,  blind,  or  disabled  indimdmls  as  specified  in 
paragraph  (#)  (A). 

(b)  (1)  Any  State  having  an  agreement  with  the  Secretary  under 
subsection  (a)  may  enter  into  an  administration  agreement  with  the 
Secretary  whereby  the  Secretary  will,  on  behalf  of  such  State,  make 
the  supplementary  payments  required  under  the  agreement  entered 
into  under  subsection  (a). 

(2)  Any  such  administration  agreement  between  the  Secretary  and 
a  State  entered  into  under  this  subsection  shall  provide  that  the  State 
will  (A)  certify  to  the  Secretary  the  names  of  each  individual  who, 
for  December  1973,  was  a  recipient  of  aid  or  assistance  (in  the  form  of 
money  payments)  under  a  plan  of  such  State  approved  under  title  I, 
X,  XIV,  or  XVI  of  the  Social  Securitv  Act,  together  with  the  amount 
of  such  assistance  payable  to  each  such  individual  and  the  amount  of 
such  individual's  December  1973  income  (as  defined  in  subsection 
(a)(3)(B)),  and  (B)  provide  the  Secretary  with  such  additional 
data  at  such  times  as  the  Secretarv  may  resonably  require  in  order 
properly,  economically,  and  efficiently  to  carry  out  such  administration 
agreement. 

(3)  Any  State  which  has  entered  into  an  administration  agreement 
under  this  subsection  shall,  at  such  times  and  in  such  installments  as 
may  be  agreed  upon  between  the  Secretary  and  the  State,  pay  to  the 
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Secretary  an  amount  equal  to  the  expenditures  made  by  the  Secretary 
as  supplementary  payments  to  individuals  entitled  thereto  under  the 
agreement  entered  into  with  such  State  under  subsection  (a). 

(c)  (1)  Supplementary  payments  made  pursuant  to  an  agreement 
entered  into  under  subsection  (a)  shall  be  excluded  under  section 
1612(b)(6)  of  the  Social  Security  Act  (as  in  effect  after  December 
1973)  in  determining  income  of  individuals  for  purposes  of  title  XVI 
of  such  Act  (as  so  in  effect). 

(2)  Supplementary  payments  made  by  the  Secretary  (pursuant  to 
an  administration  agreement  entered  into  under  subsection  (b) )  shall, 
for  purposes  of  section  401  of  the  Social  Security  Amendments  of 
1972,  be  considered  to  be  payments  made  under  an  agreement  entered 
into  under  section  1616  of  the  Social  Security  Act  (as  enacted  by  sec- 
tion 301  of  the  Social  Security  Amendments  of  1972)  ;  except  that 
nothing  in  this  paragraph  shall  be  construed  to  waive,  with  respect  to 
the  payments  so  made  by  the  Secretary,  the  provisions  of  subsection 
(b)  of  such  section  401. 

(d)  For  purposes  of  subsection  (a)  (1),  a  State  shall  be  deemed  to 
have  entered  into  an  agreement  under  subsection  (a)  of  this  section  if 
such  State  has  entered  into  an  agreement  with  the  Secretary  under 
section  1616  of  the  Social  Security  Act  under  which — 

(1)  individuals,  other  than  individuals  described  in  subsection 
(a)  (2)  (A)  and  (B),  are  entitled  to  receive  supplementary  pay- 
ments, and 

(2)  supplementary  benefits  are  payable,  to  individuals 
described  in  subsection  (a)  (2)  (A)  and  (B)  at  a  level  and  under 
terms  and  conditions  which  meet  the  minimum  requirements 
specified  in  subsection  (a) . 

(e)  Except  as  the  Secretary  may  by  regulations  otherwise  provide, 
the  provisions  of  title  XVI  of  the  Social  Security  Act  (as  enacted  by 
section  301  of  the  Social  Security  Amendments  of  1972) ,  including  the 
provisions  of  part  B  of  such  title,  relating  to  the  terms  and  conditions 
under  which  the  benefits  authorized  by  such  title  are  payable  shall, 
where  not  inconsistent  with  the  purposes  of  this  section,  be  applicable 
to  the  payments  made  under  an  agreement  under  subsection  (b)  of  this 
section ;  and  the  authority  conferred  upon  the  Secretary  by  such  title 
may,  where  appropriate,  be  exercised  by  him  in  the  administration  of 
this  section. 

(f )  The  provisions  of  subsection  (a)  (1)  shall  not  be  applicable  in 
the  case  of  any  State — 

(1)  the  Constitution  of  which  contains  provisions  which  make 
it  impossible  for  such  State  to  enter  into  and  commence  carrying 
out  (on  January  1,  1974)  an  agreement  referred  to  in  subsection 
(a),  and 

(2)  the  Attornev  General  (or  other  appropriate  State  official) 
of  which  hps.  prior  to  July  1,  1973.  made  a  finding  that  the  State 
Constitution  of  such  State  contains  limitations  which  prevent 
such  State  from  making  supplemental  payments  of  the  type 
described  in  section  1616  of  the  Social  Security  Act. 
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Excerpts  From  Public  Law  95-216 

Section  1.  This  Act,  with  the  following  table  of  contents,  may  be 
cited  as  the  "Social  Security  Amendments  of  1977". 

*  *  *  *  *  *  * 

Sec.  301.  (a)  *  *  * 

*  *  *  *  *  *  * 

(c)(1)  *  *  * 

(2)  No  notification  with  respect  to  an  increased  exempt  amount 
for  individuals  described  in  section  203(f)  (8)  (D)  of  the  Social  Se- 
curity Act  (as  added  by  paragraph  (1)  of  this  subsection)  shall  be 
required  under  the  last  sentence  of  section  203(f)  (8)  (B)  of  such  Act 
in  1977,  1978,  1979,  1980,  or  1981;  and  section  203(f)  (8)  (C)  of  such 
Act  shall  not  prevent  the  new  exempt  amount  determined  and  pub- 
lished under  section  203(f)  (8)  (A)  in  1977  from  becoming  effective  to 
the  extent  that  such  new  exempt  amount  applies  to  individuals  other 
than  those  described  in  section  203(f)(8)(D)  of  such  Act  (as  so 
added) . 

******* 

(1)  changes  in  the  nature  and  extent  of  women's  participation 
in  the  labor  force, 

(2)  the  increasing  divorce  rate,  and 

(3)  the  economic  value  of  women's  work  in  the  home. 
The  study  shall  include  appropriate  cost  analyses. 

(b)  The  Secretary  shall  submit  to  the  Congress  within  six  months 
after  the  date  of  the  enactment  of  this  Act  a  full  and  complete  report 
on  the  study  carried  out  under  subsection  (a) . 

Part  F — National  Commission  on  Social  Security 

ESTABLISHMENT  OF  COMMISSION 

Sec.  361.  (a)  (1)  There  is  hereby  established  a  commission  to  be 
known  as  the  National  Commission  on  Social  Security  (hereinafter 
referred  to  as  the  "Commission"). 

(2)  (A)  The  Commission  shall  consist  of — 

(i)  five  members  to  be  appointed  by  the  President,  by  and  with 
the  advice  and  consent  of  the  Senate,  one  of  whom  shall,  at  the 
time  of  appointment,  be  designated  as  Chairman  of  the 
Commission ; 

(ii)  two  members  to  be  appointed  by  the  Speaker  of  the  House 
of  Eepresentatives ;  and 

(iii)  two  members  to  be  appointed  by  the  President  pro  tem- 
pore of  the  Senate. 

(B)  At  no  time  shall  more  than  three  of  the  members  appointed  by 
the  President,  one  of  the  members  appointed  by  the  Speaker  of  the 
House  of  Eepresentatives,  or  one  of  the  members  appointed  by  the 
President  pro  tempore  of  the  Senate  be  members  of  the  same  political 
party. 

C)  The  membership  of  the  Commission  shall  consist  of  individuals 
who  are  of  recognized  standing  and  distinction  and  who  possess  the 
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demonstrated  capacity  to  discharge  the  duties  imposed  on  the  Com- 
mission, and  shall  include  representatives  of  the  private  insurance 
industry  and  of  recipients  and  potential  recipients  of  benefits  under 
the  programs  involved  as  well  as  individuals  whose  capacity  is  based 
on  a  special  knowledge  or  expertise  in  those  programs.  No  individual 
who  is  otherwise  an  officer  or  full-time  employee  of  the  United  States 
shall  serve  as  a  member  of  the  Commission. 

(D)  The  Chairman  of  the  Commission  shall  designate  a  member  of 
the  Commission  to  act  as  Vice  Chairman  of  the  Commission. 

(E)  A  majority  of  the  members  of  the  Commission  shall  constitute 
a  quorum,  but  a  lesser  number  may  conduct  hearings. 

(F)  Members  of  the  Commission  shall  be  appointed  for  [a  term  of 
two  years]  a  term  which  shall  end  on  April  i,  1981. 

(G)  A  vacancy  in  the  Commission  shall  not  affect  its  powers,  but 
shall  be  filled  in  the  same  manner  as  that  herein  provided  for  the 
appointment  of  the  member  first  appointed  to  the  vacant  position. 

(3)  Members  of  the  Commission  shall  receive  $138  per  diem  while 
engaged  in  the  actual  performance  of  the  duties  vested  in  the  Com- 
mission, plus  reimbursement  for  travel,  subsistence,  and  other  neces- 
sary expenses  incurred  in  the  performance  of  such  duties. 

(4)  The  Commission  shall  meet  at  the  call  of  the  Chairman,  or  at  the 
call  of  a  majority  of  the  members  of  the  Commission ;  but  meetings  of 
the  Commission  shall  be  held  not  less  frequently  than  once  in  each 
calendar  month  which  begins  after  a  majority  of  the  authorized  mem- 
bership of  the  Commission  has  first  been  appointed. 

(b)  (1)  It  shall  be  the  duty  and  function  of  the  Commission  to  con- 
duct a  continuing  study,  investigation,  and  review  of — 

(A)  the  Federal  old-age,  survivors,  and  disability  insurance 
program  established  by  title  II  of  the  Social  Security  Act ;  and 

(B)  the  health  insurance  programs  established  by  title  XVIII 
of  such  Act. 

(2)  Such  study,  investigation,  and  review  of  such  programs  shall 
include  (but  not  be  limited  to)  — 

(A)  the  fiscal  status  of  the  trust  funds  established  for  the 
financing  of  such  programs  and  the  adequacy  of  such  trust  funds 
to  meet  the  immediate  and  long-range  financing  needs  of  such 
programs ; 

(B)  the  scope  of  coverage,  the  adequacy  of  benefits  including 
the  measurement  of  an  adequate  retirement  income,  and  the  condi- 
tions of  qualification  for  benefits  provided  by  such  programs  in- 
cluding the  application  of  the  retirement  income  test  to  unearned 
as  well  as  earned  income 

(C)  the  impact  of  such  programs  on,  and  their  relation  to,  pub- 
lic assistance  programs,  nongovernmental  retirement  and  annuity 
programs,  medical  service  delivery  systems,  and  national  employ- 
ment practices ; 

(D)  any  inequities  (whether  attributable  to  provisions  of  law 
relating  to  the  establishment  and  operation  of  such  programs,  to 
rules  and  regulations  promulgated  in  connection  with  the  admin- 
istration of  such  programs,  or  to  administrative  practices  and  pro- 
cedures employed  in  the  carrying  out  of  such  programs)  which 
affect  substantial  numbers  of  individuals  who  are  insured  or  other- 
wise eligible  for  benefits  under  such  programs,  including  inequities 
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and  inequalities  arising  out  of  marital  status,  sex,  or  similar 
classifications  or  categories  ; 

(E)  possible  alternatives  to  the  current  Federal  programs  or 
particular  aspects  thereof,  including  but  not  limited  to  (i)  a  phas- 
ing out  of  the  payroll  tax  with  the  financing  of  such  programs 
being  accomplished  in  some  other  manner  (including  general  reve- 
nue funding  and  the  retirement  bond),  (ii)  the  establishment  of  a 
system  providing  for  mandatory  participation  in  any  or  all  of  the 
Federal  programs,  (iii)  the  integration  of  such  current  Federal 
programs  with  private  retirement  programs,  and  (iv)  the  estab- 
lishment of  a  system  permitting  covered  individuals  a  choice  of 
public  or  private  programs  or  both ; 

(F)  the  need  to  develop  a  special  Consumer  Price  Index  for 
the  elderly,  including  the  financial  impact  that  such  an  index 
would  have  on  the  costs  of  the  programs  established  under  the 
Social  Security  Act ;  and 

( G )  methods  for  effectively  implementing  the  recommendations 
of  the  Commission. 

(3)  In  order  to  provide  an  effective  opportunity  for  the  general  pub- 
lic to  participate  fully  in  the  study,  investigation,  and  review  under 
this  section,  the  Commission,  in  conducting  such  study,  investigation, 
and  review,  shall  hold  public  hearings  in  as  many  different  geographi- 
cal areas  of  the  country  as  possible.  The  residents  of  each  area  where 
such  a  hearing  is  to  be  held  shall  be  given  reasonable  advance  notice  of 
the  hearing  and  an  adequate  opportunity  to  appear  and  express  their 
views  on  the  matters  under  consideration. 

(c)  (l)No  later  than  four  months  after  the  date  on  which  a  majority 
of  the  authorized  membership  of  the  Commission  is  initially  appointed, 
the  Commission  shall  submit  to  the  President  and  the  Congress  a 
special  report  describing  the  Commission's  plans. for  conducting  the 
study,  investigation,  and  review  under  subsection  (b).  with  particular 
reference  to  the  scope  of  such  study,  investigation,  and  review  and  the 
methods  proposed  to  be  used  in  conducting  it. 

(2)  At  or  before  the  close  of  each  of  the  first  two  years  after  the 
date  on  which  a  majority  of  the  authorized  membership  of  the  Com- 
mission is  initially  appointed,  the  Commission  shall  submit  to  the 
President  and  the  Congress  an  annual  report  on  the  study,  investiga- 
tion, and  review  under  subsection  (b),  together  with  its  recommenda- 
tions with  respect  to  the  programs  involved.  The  second  such  report 
shall  constitute  the  final  report  of  the  Commission  on  such  study,  in- 
vestigation, and  review,  and  shall  include  its  final  recommendations; 
[and  upon  the  submission  of  such  final  report  the  Commission  shall 
cease  to  exist.]  and  the  Commission  shall  cease  to  exist  on  April  /,  1981. 

(d)  (1)  The  Commission  shall  appoint  an  Executive  Director  of  the 
Commission  who  shall  be  compensated  at  a  rate  fixed  by  the  Commis- 
sion, but  which  shall  not  exceed  the  rate  established  for  level  V  of  the 
Executive  Schedule  by  title  5,  United  States  Code. 

(2)  In  addition  to  the  Executive  Director,  the  Commission  shall 
have  the  power  to  appoint  and  fix  the  compensation  of  such  personnel 
as  it  deems  advisable,  in  accordance  with  the  provisions  of  title  5, 
United  States  Code,  governing  appointments  to  the  competitive  serv- 
ice, and  the  provisions  of  chapter  51  and  subchapter  III  of  chapter  53 
of  such  title,  relating  to  classification  and  General  Schedule  pay  rates. 
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(e)  In  carrying-  out  its  duties  under  this  section,  the  Commission,  or 
any  duly  authorized  committee  thereof,  is  authorized  to  hold  such 
hearings,  sit  and  act  at  such  times  and  places,  and  take  such  testimony, 
with  respect  to  matters  with  respect  to  which  it  has  a  responsibility 
under  this  section,  as  the  Commission  or  such  committee  may  deem 
advisable.  The  Chairman  of  the  Commission  or  any  member  author- 
ized by  him  may  administer  oaths  or  affirmations  to  witnesses  appear- 
ing l>efore  the  Commission  or  before  any  committee  thereof. 

(f )  The  Commission  may  secure  directly  from  any  department  or 
agency  of  the  United  States  such  data  and  information  as  may  be 
necessary  to  enable  it  to  carry  out  its  duties  under  this  section.  Upon 
request  of  the  Chairman  of  the  Commission,  any  such  department  or 
agency  shall  furnish  any  such  data  or  information  to  the  Commission. 

(g)  The  General  Services  Administration  shall  provide  to  the  Com- 
mission, on  a  reimbursable  basis,  such  administrative  support  services 
as  the  Commission  may  request. 

(h)  There  are  hereby  authorized  to  be  appropriated  such  sums  as 
may  be  necessary  to  carry  out  this  section. 

(i)  It  shall  be  the  duty  of  the  Health  Insurance  Benefits  Advisory 
Council  (established  by  section  1867  of  the  Social  Security  Act)  to 
provide  timely  notice  to  the  Commission  of  any  meeting,  and  the 
Chairman  of  the  Commission  (or  his  delegate)  shall  be  entitled  to 
attend  any  such  meeting. 

*  #  *  *  *  m  * 

Section  7  of  the  Railroad  Retirement  Act 
powers  and  duties  of  the  board 
Sec.  7(a)  *  *  * 

(d)  (1)  The  Board  shall,  for  purposes  of  this  subsection,  have  the 
same  authority  to  determine  the  rights  of  individuals  described  in  sub- 
division (2)  to  have  payments  made  on  their  behalf  for  hospital  insur- 
ance benefits  consisting  of  inpatient  hospital  services,  posthospital 
extended  care  services.-  posthospital  home  health  services,  and  out- 
patient hospital  diagnostic  services  (all  hereinafter  referred  to  as 
"services")  under  section  226.  and  parts  A  and  C  of  title  XVIII,  of  the 
Social  Security  Act  as  the  Secretary  of  Health.  Education,  and  Wel- 
fare has  under  such  section  and  such  parts  with  respect  to  individuals 
to  whom  such  sections  and  such  parts  apply.  For  purposes  of  section  8. 
a  determination  with  respect  to  the  rights  of  an  individual  under  this 
subsection  shall,  except  in  the  case  of  a  provider  of  services,  be  con- 
sidered to  be  a  decision  with  respect  to  an  annuity. 

(2)  Except  as  otherwise  provided  in  this  subsection,  every  person 
who — 

(i)  has  attained  age  65  and  (A)  is  entitled  to  an  annuity  under 
this  Act  or  (B)  would  be  entitled  to  such  an  annuity  had  he 
ceased  compensated  service  and.  in  the  case  of  a  spouse,  had  such 
spouse's  husband  or  wife  ceased  compensated  service :  or 

(ii)  has  not  attained  age  65  and  (A)  has  been  entitled  to  an 
annuity  under  section  2  of  this  Act,  or  under  the  Railroad  Retire- 
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ment  Act  of  1937  and  section  2  of  this  Act,  or  could  have  been 
includible  in  the  computation  of  an  annuity  under  section  3(f)  (3) 
of  this  Act,  for  not  less  than  24  [consecutive]  months  and  (B) 
could  have  been  entitled  for  24  [consecutive]  calendar  months, 
and  could  currently  be  entitled,  to  monthly  insurance  benefits 
under  section  223  of  the  Social  Security  Act  or  under  section  202 
of  that  Act  on  the  basis  of  disability  if  service  as  an  employee 
after  December  31,  1936,  had  been  included  in  the  term  "employ- 
ment" as  denned  in  that  Act  and  if  an  application  for  disability 
benefits  had  been  filed, 
shall  be  certified  to  the  Secretary  of  Health,  Education,  and  Welfare 
as  a  qualified  railroad  retirement  beneficiary  under  section  226  of  the 
Social  Security  Act. 

******* 
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